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About the AICPA Personal Financial
Planning Section
The AICPA’s Personal Financial Planning (PFP) Section is the premier provider of
information, tools, advocacy, and guidance for CPAs who specialize in providing estate, tax,
retirement, risk management, and investment planning advice to individuals and closely held
entities. The primary objective of the PFP Section is to support its members by providing
resources that enable them to perform valuable PFP services in the highest professional
manner. Members of this section broaden their technical expertise, improve their professional
competence, and receive resources to deliver high-quality, profitable PFP services. For more
information and education on many of the topics covered in this publication, visit our PFP
Web seminar archive, AICPA Advanced PFP Conference recordings, and the AICPA PFP
Section homepage at www.aicpa.org/PFP.
For more resources to start or grow your business to cover your client’s PFP needs, visit the
PFP Practice Center at www.aicpa.org/PFP/PracticeCenter. For more in-depth education
on these and other topics, to register for upcoming Web seminars, and to access our library
of archived seminars and related materials, visit www.aicpa.org/PFP/WebSeminars.
Consider attending the two-day workshop at the AICPA Advanced Personal Financial
Planning Conference each year. This session shows CPAs how to add or grow PFP services
within their traditional firm, helping them transition from a tax adviser to their client’s
trusted personal adviser. Additionally, if you are looking for basic technical education in
financial planning, self-study continuing professional education is available through our
Personal Financial Specialist program.
Systemize the delivery of your PFP client services with Fox Financial Planning Network for
CPAs. This CPA-customized version of Fox Financial Planning Network is available only to
PFP Section members and offers three membership levels with deeply discounted pricing
that is not available to the public. Access fully customizable, prewritten workflows for each
area of financial planning; training on how to systematically prepare for, deliver, and follow
up from each client meeting; and resources for learning best practices and staying up to date.
Learn more at aicpa.org/PFP/FFPN.
Note that a variety of the resources recommended throughout this guide are only available
to PFP Section members. To learn more about joining the AICPA’s PFP Section and to take
advantage of these member-only benefits, see www.aicpa.org/PFP/Membership.
DISCLAIMER: This publication has not been approved, disapproved, or otherwise acted upon by
any senior technical committees and does not represent an official position of the American Institute
of Certified Public Accountants. It is distributed with the understanding that the contributing authors
and editors and the publisher are not rendering legal, accounting, or other professional services in this
publication. If legal advice or other expert assistance is required, the services of a competent professional
should be sought.
ix

1
Introduction to Developing
and Managing a CPA Personal
Financial Planning Practice
Purpose of This Guide
This guide is for the CPA who has an established practice and wants to add personal financial planning (PFP) as another value-added service. This guide can also be used by the CPA
who wants to start a practice and provide PFP services or expand the PFP services already
in place. Adding PFP services is a big decision. The rewards are many, but along with the
rewards, come risks that must be managed. You must first think about what these new opportunities will add to your business and what new risks and challenges you will face. Much
thought and critical thinking must be done in the evaluation.
These thoughts should be written down, and ideas should be developed, for use in designing a well-crafted business plan (see appendix F). The business plan will help crystallize your
thoughts and serve as your road map to see if financial planning services can be successfully
incorporated into your practice.The business plan will include a mission statement that provides guiding principles and a framework within which you will operate. The business plan
will help you focus on the big picture and provides efficient direction to the practice.
Because PFP services are related to a CPA’s practice, many CPAs have increased their
emphasis on PFP services. A CPA may want to expand the traditional practice to include
PFP services for a variety of reasons. For many, PFP appears to be a logical extension of
their existing practices. The impetus may come from a partner’s enthusiasm, client requests,
a desire to attract new clients, or the need to provide existing clients with financial planning
services. Sometimes, the motivation is a defensive one: to avoid losing clients to others who
offer PFP services. Broadening the scope of services to existing clients can enhance the client
relationship and strengthen the bond with the client, therefore improving client retention.
A synergy exists between CPAs and financial planning. There are many reasons for this
natural fit. First, many accounting and tax skills are highly transferable to financial planning,
including data gathering, analyzing quantitative information, and advising clients. Second,
CPAs often already have an established client base on which they can build a financial plan-

1

Developing and Managing a PFP Practice

ning practice. CPAs also generally possess an established financial knowledge base on which
a financial planning practice can be built. Finally, CPAs work within an ethical framework,
thus having the innate trust of clients.
Careful deliberation is required, however, before making a final decision to expand PFP
services. The market is competitive, and enthusiasm, commitment, and an allocation of resources are needed to successfully compete. Resources must be directed to where they will
have the greatest impact. Allocating resources and staff time to develop the required expertise
is a particularly serious consideration for the smaller practice. Before deciding to expand into
PFP services, the CPA should consider the following:
• Is there sufficient partner support to launch a firmwide expansion of PFP services?
Are the partners ready to commit firm resources, and are they motivated to move
beyond the traditional services they are comfortable delivering?
• Does the practice have, or can the practice obtain, staff that are qualified and committed to providing PFP services?
• Does a market exist within the firm’s client base?
• What is the effect of offering PFP services on attracting new clients?
• Has a sound business plan for enhanced PFP services been developed to determine
the cost and potential profitability?
• Have the cost, burden, and risk of regulatory compliance requirements and licensing
requirements been considered?
• Has it been evaluated whether to offer certain PFP services internally or to affiliate
with outside service providers?
Once there is a commitment to provide PFP services, many issues will need to be addressed.
Foremost among them are compliance with regulatory issues, marketing, the level of service,
staff selection and training, the use of software, and registration and securing appropriate
licenses.

The Need for CPAs as Financial Planners
Surveys regarding consumer trust rate CPAs at the top of the list. This is due, at least in part,
to the CPAs’ professionally dictated independence, integrity, and objectivity. Furthermore,
research indicates that people are looking for one-stop financial planning and want it from
independent and objective professionals. Many believe the CPA is uniquely positioned to
dominate the financial planning services industry.

What Is PFP?
PFP is the process of identifying an individual’s goals; evaluating existing resources; and designing the financial strategies that, when implemented, move the individual toward achieving those goals.
2
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Scope of PFP Services
PFP encompasses a broad range of services in a variety of interrelated financial areas, including
•
•
•
•
•

income tax planning.
risk management and insurance planning.
retirement planning.
investment planning.
estate planning.

In addition, you will often address more specialized issues, such as financial recordkeeping,
planning for education costs, charitable deduction planning, planning for divorce, elder planning, and any other issues related to your clients’ finances.
For information on these and other financial planning topics, see the AICPA PFP Section
website at www.aicpa.org/PFP.
Although the scope of PFP is quite broad, specifically excluded from the definition of
PFP are those services limited to compiling personal financial statements, projecting future
taxes, tax return preparation and other compliance activities, and tax advice or consultations.

Why Add PFP Services?
The practice of PFP holds many rewards for CPAs willing to make a commitment to the
area. Helping individuals set and reach their important financial goals can be one of the most
rewarding experiences available in our professional practices today. Successful practice in this
area takes a serious commitment of resources, energy, and talent. It also frequently requires
patience because there is often a long learning curve before attaining profitability.
Because the professional is assisting the client in finding financial peace of mind, the client
places a high value on PFP services and perceives the work as important. The addition or
expansion of these services often will increase client loyalty and, thus, may protect a CPA’s
practice from client loss. Clients will view their CPA firm as a full service provider. PFP
services can also expand a firm’s revenue and increase profitability because it is easier to sell
more services to existing clients than it is to attract new clients. Additionally, there is much
perceived value in PFP services, so they may make the firm attractive to new clients.
There can be other benefits, as well, such as staff development, staff retention, and improved
utilization. Some staff are very interested in PFP. At a minimum, they usually are concerned
about their own planning. Knowledge in the areas of cash flow analysis, retirement planning,
risk management, investments, and estate planning are valuable to their general education
as CPAs. In addition, many CPAs designate their PFP services as work to be performed by
experienced staff members and to be reviewed by a PFP specialist. Under this arrangement,
staff stay involved in the PFP process for the same clients they assist with accounting and
tax matters. Their enhanced knowledge of the client and PFP process may add to their job
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fulfillment and their value to the practice. Thus, the staff remain satisfied and motivated, and
that can lead to better retention.
Another benefit is that PFP services are generally not subject to the time constraints inherent in compliance work.With proper management of client expectations, CPAs can use PFP
services to stabilize their workload.

What Does It Take to Succeed?
When a firm decides to offer PFP services, it must make a long-term commitment to delivering this service because profitability often takes several years to achieve.
The practitioner must understand the highly personal nature of PFP. This service requires
empathy, patience, and maturity, along with technical competence. The CPA must create a
consistent experience for the client, not just a service. The personal approach is vital; the
CPA must build rapport with the client and create a trusted adviser relationship. Client relationships are key assets to the financial planning business. The CPA financial planner should
have a value statement about what he or she believes in (for example, the financial planner
would explain the process and how he or she will work with the client). The CPA planner
should be able to answer the question, Out of all the financial planners available to a client,
why should the client select me?
The client must feel emotionally connected to embrace the financial planning process.
When your client has a positive experience, you will have a client for life and are more
likely to get referrals. If a family is involved, the CPA can build a relationship that can span
generations.
An effective marketing plan is essential because PFP is a very competitive field. A CPA
firm needs to be aware that it is competing with dedicated financial planning businesses,
banks, brokerage houses, and insurance agencies. These competitors generally provide their
personnel with extensive sales training and organizational support.The CPA should research
which services to provide, what the current marketplace looks like, and the level of competition. (See the Marketing/Media Toolkits available through the PFP area of www.aicpa.org
for additional guidance.)

Legal and Regulatory Issues
In delivering PFP services, you face legal and regulatory issues different from, and often
more complex than, those of audit, accounting, or tax services. For example, in providing
investment advice, you must consider whether you are subject to federal and state investment
adviser (IA) regulation rules. In addition, all states regulate, in some manner, the delivery of
insurance advice. Depending on the roles you undertake, you may find yourself in the position of complying with additional licensing rules such as these. For more information on
regulatory and statutory issues, visit the AICPA PFP Practice Center (www.aicpa.org/PFP/
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PracticeCenter) and the legislative and regulatory section of the AICPA PFP Section website
at www.aicpa.org/PFP/advocacy.

Compliance Issues
•
•
•
•
•
•
•
•
•
•
•

AICPA Code of Professional Conduct.
AICPA Statement on Responsibilities in Personal Financial Planning Practice.
Dodd-Frank Wall Street Reform and Consumer Protection Act.
Investment Advisers Act of 1940.
Securities and Exchange Commission (SEC) Interpretive Release IA-1092.
SEC custody rule of the Investment Advisers Act of 1940.
Sarbanes-Oxley Act of 2002.
Gramm-Leach-Bliley Act.
Federal Trade Commission Safeguards Rule.
Financial Industry Regulatory Authority required emergency preparedness plans.
Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001 and the Bank Secrecy Act that involve
antimoney laundering initiatives and know your customer requirements.

These compliance issues can have a significant time element attached to them, as well as
cost, and must be considered when adding financial planning services to your practice. Additional guidance for several of these issues can be found at www.aicpa.org/PFP/advocacy
and www.aicpa.org/PFP/PracticeCenter. Further, see The CPA’s Guide to Regulatory Issues
in a PFP Practice and The CPA’s Guide to Investment Adviser Registration online in the AICPA
PFP Practice Center.

Professional Considerations
As a CPA, you are regulated by your state board of accountancy that has the authority to
impose sanctions for certain violations. If you are a member of the AICPA, you must abide
by the AICPA Code of Professional Conduct (the Code) that sets forth certain standards of
professional conduct. These professional standards are in addition to federal and state securities regulatory requirements.

Objectivity, Integrity, and Disclosure
Under the Code, in the performance of any professional service, a member must maintain
objectivity and integrity, shall be free of conflicts of interest, and shall not knowingly misrepresent facts.
A conflict of interest may occur if a member performs a professional service for a client,
and the member or his or her firm has a relationship with another person, entity, product, or
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service that could, in the member’s professional judgment, be viewed by the client or other
appropriate parties as impairing the member’s objectivity. The following are some examples
(not intended to be all-inclusive) of relationships that could be viewed as impairing the
member’s objectivity:
• In connection with a PFP engagement, an accountant plans to suggest that the client
invest in a business in which the accountant has a financial interest.
• An accountant has provided tax or PFP services for a married couple who are
undergoing a divorce, and the accountant has been asked to provide the services for
both parties during the divorce proceedings.
• A member refers a PFP or tax client to an insurance broker or other service provider, who then refers clients to the accountant under an exclusive arrangement to
do so.
If you are involved in a conflict of interest situation or even a potential conflict of interest
situation, you must disclose the conflict or potential conflict to your clients who are affected
and must obtain their consent.
Review the AICPA Code of Professional Conduct for more information.

Independence and Conflicts of Interest
Accountants in public practice should be independent in fact and appearance when providing auditing and other attestation services. If you provide attestation or assurance services
to clients, a conflict of interest may prevent you from also providing investment advisory
services (IAS).
AICPA rules state that an accountant’s independence will be impaired if the accountant
• makes investment decisions on behalf of audit clients or otherwise has discretionary
authority over an audit client’s investments;
• executes a transaction to buy or sell an audit client’s investment; or
• has custody of assets of the audit client, such as taking temporary possession of securities purchased by the audit client.
Accountants may provide certain advisory services to audit clients without impairing independence. Accountants can
• recommend the allocation of funds that an audit client should invest in various asset
classes, based on the client’s risk tolerance and other factors.
• provide a comparative analysis of the audit client’s investments to third-party benchmarks.
• review the manner in which the audit client’s portfolio is being managed by investment managers.
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• transmit an audit client’s investment selection to a broker-dealer, provided the client
has made the investment decision and authorized the broker-dealer to execute the
transaction.

Commissions and Referral Fees
The Code prohibits the receipt of third-party commissions and referral fees under certain
circumstances. An accountant cannot refer a product or service to a client for a commission
if the accountant or his or her firm also performs audit, review, or compilation services or
examines prospective financial information for the client. An accountant who receives a permitted commission or referral fee must disclose the commission or fee to the client.
Review the AICPA Code of Professional Conduct for more information.

High Standard of Care
A fiduciary has a legal duty to act solely in the best interests of the beneficiary. Although
an accountant normally is not considered to be a fiduciary to his or her clients, the Code
embodies standards of conduct that are closely analogous to a fiduciary relationship: objectivity, integrity, free of conflicts of interest, and truthfulness. Accountants who provide audit
services cannot be held to a fiduciary standard, given their duty to the public.
Courts have found that an accountant can be a fiduciary to his or her client when providing certain professional services, including tax services, asset management, and general business consulting. Generally, if the following three elements are present in a client relationship,
an accountant may be deemed to be a fiduciary to his or her client: (a) the accountant holds
himself or herself out as an expert in an aspect of business, (b) the client places a high degree
of trust and confidence in the accountant, and (c) the client is heavily dependent upon the
accountant’s advice. An accountant who provides IAS as a registered IA is a fiduciary to his
or her advisory clients.
To help you in understanding and implementing a prudent investment process, the AICPA
and Fi360 developed a series of guides for investment fiduciaries, including Prudent Practices
for Investment Advisors.

Consulting Service
The delivery of PFP services is a consulting service and is not as structured or standardized
as tax, audit, or other accounting functions. Audit and tax practitioners work within an established framework of tools and techniques: audit programs, tax forms and checklists, and
proven engagement management procedures.To achieve and maintain profitability and offer
quality service, you must create a similar working environment.
The method of delivering PFP services should be streamlined and focused, making it as
easy as possible for the client to carry out the essential elements of the personal financial
plan. The client should be provided with a summary of the plan recommendations, including identifying the tasks the client should take action on, rather than a more lengthy report.
7
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If a longer report is prepared, an executive summary of action steps should be presented to
the client.

The PFP Process
A critical starting point is understanding PFP. Once CPAs recognize what PFP services
entail, they can assess whether some or all of the services will fit into their current practice.
The PFP process addresses the questions of
• where am I (present position)?
• where do I want to go (goals)?
• how do I get there (plan)?
CPAs can assist clients with this process by understanding the client’s goals, organizing data,
performing analyses, providing suggestions and recommendations, assisting in decision making, and coordinating the implementation of planning decisions.The CPA should get a complete picture of the client’s financial situation. CPAs can also help clients by monitoring their
progress toward accomplishing their goals and by modifying and updating previous plans.
Because PFP is a process, the CPA may be involved in all or only some elements of the
process. For instance, understanding client goals, organizing data, performing analyses, providing suggestions or recommendations, and helping clients make decisions may constitute
one engagement with a client, but coordinating the implementation of that same client’s
planning decisions may be dealt with in a separate engagement. The process involves a series
of actions or steps that include
• meeting with the client to explain the financial planning process.
• identifying the client’s financial objectives, financial situation, and risk tolerance level.
• developing an understanding of the services to be provided and how fees will be
charged.
• collecting data about the client’s financial situation.
• analyzing data and organizing the information.
• developing recommendations that address the client’s goals.
• communicating and helping the client understand the plan recommendations.
• coordinating the implementation of the planning recommendations by determining
what the CPA and client will do, so that everyone knows their role in implementing
the plan.
• monitoring the progress of the plan by developing a time frame or measurement
benchmark to determine when the plan progress will be reviewed.
• identifying developments in the client’s circumstances and in external factors that
may affect the financial plan.
• performing periodic updates, when necessary, to keep the plan on track.
For more information on the PFP process and scope of services, see www.aicpa.org/PFP.
8
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Types of Services
PFP services that can be provided include traditional financial planning advice; segmented
planning in which specific needs are addressed, such as education planning; and finally, comprehensive engagements in which you address a client’s overall financial picture.Within these
areas, you can also add investment planning as an IA or broker-dealer representative, or both;
insurance and risk management services; as well as product referrals, including investment
and insurance. There are several models to choose from when adding investment services to
your practice. These engagements differ in both formality and comprehensiveness.

Traditional Financial Planning Advice
Consultations
The most basic type of PFP service is the consultation, which is an informal type of service
that is based mostly on the CPA’s knowledge about a client, the circumstances, the technical
matters involved, and the mutual intent of the parties. In a consultation, financial objectives
and data are usually received through discussion with the client. Based on this information,
a CPA gives written or oral advice within a short time frame. The scope of the engagement
and the CPA’s responses to the issues raised are sometimes communicated orally to the client.
If the CPA does not have adequate personal knowledge, the response should be qualified and
the limitations stated.
A practice oriented toward consultation engagements involves high-level professionals,
usually partners or managers, giving informal advice. Because this approach generally does
not require supervision, extensive planning, or reporting, it is usually profitable.
Action Tip
Clients often perceive that solutions given on the phone are less valuable
than solutions given in person. They also seem to subscribe to the theory that
solutions given on paper are the most valuable. For this reason, it is important
to send copies of letters and file memos to clients.
Often, CPAs begin a PFP practice by employing the consultation model. As
their practice matures, they formalize their practice techniques using increasing
degrees of sophistication in engagement planning, supervision, data gathering,
and reporting. This maturation may lead to segmented or comprehensive
planning.

Segmented Engagements
The scope of the PFP practice expands with segmented planning engagements. These engagements involve analyses and recommendations that address one or more of the specific
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planning concerns of importance to the client. The scope of a segmented planning engagement is focused and omits at least one, and usually more, planning areas included in a
comprehensive planning engagement. A segmented planning engagement should include
qualifications to the recommendations because the effects of certain planning areas were not
considered on the client’s overall financial picture.

Comprehensive Engagements
In a comprehensive engagement, the client’s entire financial picture is considered. These
engagements include studying the client’s cash flow, income tax planning, risk management,
retirement planning, investment planning, and estate planning. The process involves an analytical approach to these matters and recognizes their interrelationships, but it does not mean
that every potential situation is considered.The CPA helps the client establish goals, provides
a comprehensive financial plan for the client, and can also assist in implementation either by
providing investment or insurance services directly or acting as the financial coordinator by
leveraging affiliations with IAs, broker-dealers, custodians, or other turnkey providers. Services can thus be delivered by the CPA firm, a team of professionals in different disciplines, or
both. Finally, the CPA helps monitor the plan and, when necessary, suggests periodic updates
to keep it on track.
CPAs can also engage in the following types of PFP services. Many of these services have
regulatory requirements with which the CPA must comply.

Investment Planning
Investment planning is the process of identifying and implementing effective investment strategies for your clients to create and accumulate the financial resources for achieving their
financial planning goals. Fees are typically based on an hourly rate or a percentage of assets.
You may need to register as an IA to provide these services. For more information on investment planning, visit the AICPA PFP Section website. For more information on IA registration requirements, refer to The CPA’s Guide to Investment Adviser Registration.

Insurance and Risk Management
Insurance and risk management planning is the process of identifying the source and extent of
an individual’s risk of financial, physical, and personal loss and developing strategies to manage exposure to risk and minimize the probability and amount of potential loss. For more
information on insurance and risk management, visit the AICPA PFP Section website.

10

Chapter 1: Introduction to Developing and Managing a CPA Personal Financial Planning Practice

Providing Investments as a Broker-Dealer
Representative (Registered Representative)
Being a registered representative (RR) involves directly selling securities to your clients. As
an RR, a CPA can sell mutual funds, stocks, bonds, and variable life and annuity products.
The SEC permits broker-dealers to charge fees, as well as commissions.There can be regulatory conflicts in maintaining a traditional CPA practice and also acting as an RR. For more
information, refer to The CPA’s Guide to Regulatory Issues in a PFP Practice.

Product Referrals, Including Investment and
Insurance
The CPA refers the client to third parties for purchases of investment and insurance products.
The CPA receives a commission for any products purchased.

Communicating Financial Planning Results
to Clients
Financial planning recommendations and analyses can be captured in a formal report that
addresses the client’s goals and objectives and that are based on information provided by the
client. Elements of an effective report include
• an accountant’s or a planner’s letter setting forth general concepts of the financial
planning process, inherent limitations in forecasts presented, and the need to periodically review and update recommendations for changes in goals and circumstances
and for economic and legislative developments.
• a schedule of net worth or compiled personal financial statement.
• s schedule of cash flows.
• a summary of insurance policies.
• a schedule showing investment asset allocation.
• a summary of income tax returns showing major categories of income and deductions and average and marginal tax rates.
• retirement income analyses and capital projections.
• a summary of estate planning documents in force.
• a summary of background information, goals, and objectives.
• clear, concise recommendations or projections in applicable financial planning areas,
with supporting illustrations.
• an implementation plan defining responsibilities and follow up.
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For more information on communicating the results of a PFP engagement to clients, visit
the AICPA PFP Section website.
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2
Developing a Personal Financial
Planning Practice
Expanding the Existing CPA Practice
One way to develop a personal financial planning (PFP)-oriented practice is to expand the
scope of present consulting work. Most CPAs already provide tax consulting, and this can
be an easy entrée. The CPA with a PFP orientation views a client’s situation from a slightly
different perspective. In fact, many CPAs already give informal PFP advice as part of their
tax-consulting services.
For example, a client purchasing a new residence requests advice about a 15-year versus a
30-year mortgage. From a tax perspective, the concern is primarily with the deductibility of
the interest expense. A CPA may also inquire whether the client can make the larger payment necessary to amortize the loan over a shorter period of time.This simple inquiry could
be expanded into a cash flow planning engagement or an investment planning engagement,
or both.
In another situation, a client expresses an interest in transferring certain assets to the children. In tax consulting, the focus is primarily on the ability to shift income to children who
may pay tax at lower tax rates (although the kiddie tax must be considered). This interest by
the client can be expanded into an education planning engagement or an estate planning
engagement.
Another excellent way to expand a PFP practice is to review client tax returns for planning ideas. The second checklist in appendix C can be used to identify planning opportunities based on your client’s latest tax return. During the review of the client’s tax return, the
CPA could take some added time to complete this checklist. Then, after tax season, the CPA
can write or call the client to point out one or more of the financial planning issues identified during the review of the tax return. Not only is this an open door to a financial planning
engagement, clients will appreciate the thought and effort. Another option is to take some
time during the tax return interview to educate the client about the PFP process and the
services that the CPA provides.
It is important to note that current law requires any person who is engaged in the business of preparing or providing services in connection with the preparation of tax returns to
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obtain the taxpayer’s written consent before the return or any information used to complete
the return is used to solicit additional services.
In December 2009, the IRS offered guidance designed to clarify a number of questions
about the regulations under Internal Revenue Code (IRC) Section 7216 involving the
disclosure or use of tax return information by tax return preparers. For your reference, the
AICPA created a practice guide, IRS Guidance on Section 7216 Regulations, that offers a summary and general guidance relating to the regulations under IRC Section 7216. The AICPA
issued another practice guide, New Section 7216 Regulations Become Effective, that includes
sample consent forms. Both of the practice guides are included in this publication as appendixes A and B.
As with any business decision, an analysis must be made of the expected costs and benefits
of expanding an existing practice to include PFP. The costs will in large measure be determined by the types of engagements to be performed and the organizational structure to be
established for the practice.The service approach the CPA takes will determine the expected
costs of the expansion.
Action Tip
Prepare a business plan for your PFP services just as you would for a client
exploring a new venture or the expansion of an existing one. A business plan
is a document that describes the operational and financial objectives of adding
financial planning services to your practice. You will determine the business
structure and legal form in which you will provide PFP services. Will you offer
services within your existing practice, or will you set up a separate entity (for
example, partnership, corporation, limited liability company, and so on) under
which you will offer PFP services? You will also determine which services
can be delivered by your firm and which services should be provided through
strategic alliances with outside investment advisers (IAs), broker-dealers,
insurance providers, and so on. In this case, you could serve as a financial
coordinator on behalf of your client.
The business plan will define a mission statement that provides guiding
principles and a framework within which you will operate. The business plan
helps you see the big picture and provides efficient direction to the practice. For
a detailed discussion of designing a business plan, see appendix F.
For assistance in writing a business plan, the AICPA offers training courses at
www.cpa2biz.com. Many books on the market cover all aspects of the business,
such as developing a strategic vision, understanding your clients, building
your practice, adding and developing staff, affiliations with broker-dealers and
custodians, compensation planning, analyzing the economics of the business,
and entering into joint ventures.
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Identifying Your Market
Analyzing Market Opportunities
A CPA firm should analyze the potential market for PFP services among clients and prospective clients and investigate the extent to which competitors are meeting those needs. It
may make sense to hire a consultant who can identify the market and evaluate the competition objectively.This study should help the firm target its optimal market; alternatively, it may
prevent the firm from getting into a business that may not be successful.
Existing clients represent the easiest and most important market to study. Client lists can
be reviewed for prospective PFP clients, such as wealthy clients, clients in higher tax brackets,
clients with undiversified investments, clients without retirement plans, upwardly mobile
executives, and clients with potential estate tax problems. The possibility of attracting new
clients can be explored formally with a marketing consultant or informally with other professionals, such as bank trust officers, lawyers, insurance professionals, and other CPAs.

Issues to Consider
Two important issues to consider are the following:
• Local demographics. Does the area of the practice have a large enough number of residents who need and will be able to afford PFP services?
• Competitors’ services. Determine the extent to which the local market is satisfied with
competitors’ services. State CPA society PFP committee meetings provide an opportunity to discuss what other area firms are doing in their PFP practices.

Selecting Target Markets
When developing their services and marketing plan, CPAs should determine their target
market(s). For example, a CPA may target a segment of the market by defining the target
market as family units with, perhaps, income over $100,000 or a net worth over $500,000.
A CPA’s client base will probably determine the target market. If an analysis reveals that
most potential PFP clients have $100,000–$150,000 incomes, an efficient lower-cost method of providing PFP services is needed. For instance, a comprehensive engagement developed by connecting a series of segmented planning engagements might be the ideal service
to offer; however, the planner should always keep the client’s entire financial picture in mind.
A CPA can also develop a specialty, such as education planning or long-term care planning,
and market the practice based on the specialty. Niche markets can also be targeted, such as
divorcees, elders, and so on.
Another option, although generally more difficult to implement, is to identify a market
to service and to tailor the practice and marketing toward the target market. An example
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would be a CPA deciding to provide comprehensive planning services to individuals with a
net worth in excess of $1 million.
For resources to assist in marketing your business, see the PFP and PFS Marketing Toolkits
on the AICPA PFP Section website.

Registering as an IA
IA Regulation
Note: Studies under the Dodd-Frank Wall Street Reform and Consumer Protection Act
may change some elements of IA regulation. This guide reflects the IA regulation rules as
of March 2012. If the rules do change, this guide will be updated. For the most up-to-date
information regarding regulatory reform and other legislative and regulatory issues affecting CPA financial planners, visit the AICPA PFP Section website at www. aicpa.org/PFP/
Advocacy.
Investments have caused more concern than any other aspect of PFP. It is important for
CPAs to choose the level of investment advice they will offer before they move forward with
these services.
Many CPAs who provide PFP services include some level of investment advice as part of
the engagement because clients demand it. Additionally, it’s a key ingredient in giving advice
in such areas as reaching educational and retirement funding goals.
Providing investment advice forces the CPA to come to grips with the legal question
of when the level of advice the CPA provides will require registration as an IA under the
Investment Advisers Act of 1940, as interpreted by the Securities and Exchange Commission (SEC), or the IA laws of the state governing the CPA’s practice. The SEC interprets the
definition of IA broadly, and its regulations are complex; therefore, you should consider seeking the opinion of legal counsel. Additionally, all SEC-registered IAs are required to adopt
and implement written policies and procedures reasonably designed to prevent violation of
the federal securities laws, review those policies and procedures annually for their adequacy
and the effectiveness of their implementation, and designate a chief compliance officer to be
responsible for administering the policies and procedures. For a detailed discussion of registration issues, see appendix E and refer to The CPA’s Guide to Investment Adviser Registration.

Emergency Preparedness Plans and
Procedures
The Financial Industry Regulatory Authority’s (FINRA’s) emergency preparedness rule,
Rule 4370, requires firms to create and maintain business continuity plans appropriate to
the scale and scope of their businesses and to provide FINRA with emergency contact information.
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Under the rules, every FINRA member must develop a plan that addresses various aspects
of business continuity, including data backup and recovery, mission critical systems, and alternate communications between the member and its employees and the member and its
customers. In addition, a member’s business continuity plan must address how the member
will ensure its customers prompt access to their funds and securities in the event that the
member determines it is unable to continue its business.
Every FINRA member also will be required to disclose to its customers a summary of
its business continuity plan that addresses how the member intends to respond to potential
disruptions of varying scope. FINRA also requires members to designate two emergency
contact persons and to provide this information to FINRA via electronic process. The rules
and a business continuity template for a small introducing firm can be found on the FINRA
website at www.finra.org.

Six Common Models for Adding Investment
Services
A CPA who wants to add investment services and financial planning to his or her client services can choose from several different business models. Business models help you structure
how your firm does business and your relationships in the securities industry, and they play
a key role in business continuity.
There is no single model for success; rather, success appears to be achieved by having a
defined business strategy and employing systematic business processes. Six common business
models for adding investment services to your financial planning services are subsequently
described:
1.
2.
3.
4.
5.
6.

Registered investment adviser (RIA)
Investment adviser representative (IAR)
Referral or solicitor’s agreement
Registered representative (RR) of a broker-dealer
Turnkey asset management program (TAMP)
Open platform

As the barriers between professionals lessen, more and more IAs are forming alliances with
CPAs, attorneys, and other professionals.These advisers and their new partners need to thoroughly understand the rules governing each professional’s activities, including the services
the financial adviser and other professionals will each be providing, how the alliance will
be organized, the registration and solicitation requirements, and special concerns regarding
other professionals’ activities.
For in-depth information on selecting the appropriate investment advisory business model, refer to The CPA’s Guide to Regulatory Issues in a PFP Practice.
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RIA
This model may be appropriate for a CPA who wants more freedom and control over the
services offered to clients. With this model, the CPA firm establishes and registers as an independent RIA. The RIA would need to maintain the operational side of the practice (for
example, investment research, administrative, and compliance functions) by having its own
“back-office” operation. The RIA would then work directly with a custodian, such as Fidelity, Schwab, and Pershing LLC, among others, and use a clearing house. Alternatively, the
RIA can have a service agreement with one or more broker-dealers that are used on behalf
of clients. The broker-dealer can also provide some of the administrative support.
The CPA firm must register as an RIA with either the applicable state(s) or the SEC
(see appendix E). If registered with the SEC, additional state requirements may apply. This
model allows independence and retention of revenues but requires development of your
own “back-office” and support services.The CPA manages a client’s portfolio, either making
specific investment decisions or establishing alliances with money managers through TAMP
or an open platform (both subsequently described).
The pros of becoming an RIA are:
• the CPA and client interests are better aligned.
• the CPA can control and strengthen the relationship and be the sole provider of
financial advice.
• it will generate a growing and recurring revenue stream.
• more control and flexibility over the fee structure.
The cons of becoming an RIA are
• that it requires the greatest commitment of time and resources.
• the CPA must be knowledgeable about investment theory and advising, including
asset allocation, risk tolerance, the full range of investment vehicles, portfolio management, as well as regulatory and compliance rules.
• higher practice set-up and maintenance costs because the CPA must maintain a
“back office” to handle investment research, administrative, and compliance functions.

IAR
This model may be appropriate for a CPA who wants to offer fee-only services (see chapter
4,“Managing a Personal Financial Planning Practice”) and who wants the support of an RIA
firm or a broker-dealer’s RIA (collectively, RIA). With this model, your firm will typically
participate in an RIA’s fee-only advisory program and receive a share of the fees charged to
clients. The payout generally varies depending on many factors, such as the level of support
provided. The CPA firm may be required to pay administrative or other fees to the RIA.
The CPA firm’s employees must be registered as IARs. (The firm must determine if the state
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requires a Series 65 examination. Personal financial specialist [PFS] and certified financial
planner examinations are accepted in lieu of the Series 65 exam in most states.)
RIAs and IARs are subject to a fiduciary duty. Under this standard, the IA must put the
client’s interest ahead of his or her own at all times and must provide advice and recommendations that he or she views as being the best for the client. IAs are also required to provide
upfront disclosures, including whether there are any possible conflicts of interest.
The pros of this model are
• appropriate for firms wanting to provide IA services without creating a separate
entity because some of the CPAs can affiliate with another RIA or under a brokerdealer’s RIA supervision.
• education provided by the RIA or broker-dealer’s RIA.
The con of this model is
• the CPA must be knowledgeable about investment planning and products.
Note that if the affiliation is with a broker-dealer’s RIA, the CPA may also recommend
products offered by the broker-dealer and may receive commissions if the CPA is also an
RR. CPAs must obtain Series 7 and Series 66, and possibly Series 6, securities licenses if
they are going to be dual licensed as IARs and RRs. Note the cons with being an RR of a
broker-dealer in the “RR of a Broker-Dealer” section.

Referral or Solicitor’s Agreement With an RIA or RR
This model may be appropriate for a CPA firm that does not want to make a large capital
investment or build the investment expertise in-house.With this model, the CPA firm refers
clients to an RIA or RR in return for a percentage of the RIA’s or RR’s management fee
(referral fee). The CPA does not make specific investment decisions. The fee may be one
time or ongoing (for example, 25 percent of RIA’s quarterly fee). CPAs may need to get
licensed and registered to share commissions and fees. It is recommended that you consult
with a securities attorney with expertise in the area before making any final decisions about
legal issues, such as compliance, registrations, or exemptions. Care must be taken so the CPA
does not cross the line from finding clients for an RIA to serving as an IA. For more information on what constitutes crossing the line, please refer to The CPA’s Guide to Investment
Adviser Registration. The RIA, not the CPA firm, has control and responsibility over management of the client’s portfolio, although the CPA, under other requirements, is ultimately
responsible for the services.
The pros of using this model are
• partnering is easy to establish.
• that it requires only minimal capital resources.
• that it does not require expertise in investment theory or vehicles, although the CPA
must have a sufficient background to monitor the services.

19

Developing and Managing a PFP Practice

The cons of this model are
• the CPA gives the competitor direct access to the client and control over the client’s
financial decisions.
• the solicitor’s agreement restricts the CPA’s ability to provide certain types of investment advice and financial services.
• the CPA must ascertain if his or her state board of accountancy allows compensation
in the form of commissions or referral fees from third parties.

RR of a Broker-Dealer
This model may be appropriate for an individual who wants commission-based compensation and the support of a larger organization.With this model, your firm will directly affiliate
with an official FINRA securities brokerage office.Your employees must be licensed to sell
securities (generally must have Series 6 or Series 7 and Series 63 registrations).
Additional registration requirements may apply (such as registering as an IA), and the
broker-dealer may share in advisory fees. The RR may be an employee or independent
contractor of the broker-dealer. As an agent of the broker-dealer, the CPA is subject to the
broker-dealer’s supervision and can only sell products and conduct business authorized by
the broker-dealer.
Broker-dealers are subject to a suitability standard (that is, they are required to know the client’s financial situation well enough to understand his or her financial needs and to recommend
investments for the client that are appropriate for him or her based upon that knowledge).
The CPA firm’s “payout” would depend on the volume of business and how much support
is provided by the broker-dealer.You can choose to work on a commission or fee basis with
clients. The broker-dealer for your office provides services, including trading and operations;
product and market research; and accounting, marketing, compliance, training, and advisory
services.
The pros of direct affiliation are
• you have a smaller capital investment.
• you have a well-capitalized, experienced organization behind you.
• education, performance reports, and marketing materials are typically provided by
the broker-dealer.
• that it enables CPAs to give investment advice to clients with minimal assets.
The cons of direct affiliation are
• you and your staff will need additional licensing.
• the broker-dealer controls what you do, so you will have less flexibility.
• clients may perceive a conflict of interest between the CPA’s loyalty to the brokerdealer and the fiduciary responsibility to the client.
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• CPA RRs who are not registered as IAs are limited in their advisory activities in
that they may be prohibited from charging clients fees for advice.
• it may be difficult to adhere to the CPA’s responsibilities, as outlined in the AICPA
Code of Professional Conduct, given the conflicts that may arise.
• the CPA must ascertain if his or her state board of accountancy allows compensation
in the form of commissions.

TAMP
A TAMP allows CPAs to outsource the operations side of their investment services, as well
as receive investment research and management. These platforms provide a wide range of
services, including money manager selection and due diligence, research on capital markets,
adviser sales workflow and account opening, portfolio design and accounting, performance
reporting, client billing, marketing support, and training and education support.
The TAMP will typically charge your client from 1 percent to 1.5 percent, and you charge
an additional fee for your services.
The pros of a TAMP are
• TAMPs are easy to get started.
• a large selection of asset management services are available.
The cons of a TAMP are
• the services are higher priced.
• the payout is lower.

Open Platform
This model allows you to choose how client money is managed.You can pick your money
managers, and you can also do some or all of the money management yourself. Both you and
the third-party managers charge your client fees, and a custodian collects them for you. Under this model, the CPA firm could affiliate with a broker-dealer to perform trades, provide
custodial services, prepare statements and reports, and provide client data for your analysis
and compliance. With institutional brokerage services, you enjoy consolidated assets and the
ability to trade with several broker-dealers, and you have access to foreign exchange markets
and a large universe of fee-based, fee-waived, and no-fee mutual funds. As previously noted
under the “RIA” section, the CPA and RIA can also use a custodian and clearing house arrangement.
With an open platform, you enjoy discounts or rebates on portfolio accounting software,
real-time market information, independent research, charting, and equity mutual fund reports. In addition, you can, if you want, use third-party advisers to manage your clients’ ac-
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counts, as well as multiple managers of your choice, and they can all be combined on one
statement.
The pros of the open platform model are
• the firm enjoys more freedom and flexibility with clients in this approach.
• it costs less to operate.
• fewer people with whom to share fees.
The cons of an open platform model are
• the CPA has the responsibility for, and is fully involved in, managing the client’s assets. A “back office” has to be created to handle administrative tasks, compliance, and
coordination with the broker-dealer or clearing house, as well as the custodian.
• more liability exposure.

Workflow Process Models for an Investment
Practice
A business process model is a formal description of procedures that a practice can follow to
design or improve a business process. The process model provides a framework or an overall description of a set of workflow processes or procedural steps about how work will be
completed. Based on a research report by Moss Adams LLP, currently, there are three business process methodologies for advisory practices: adviser centric, client centric, and process
centric models.
1. Advisor-centric model. The entire process is designed for one adviser who has his or her
own process. This model is often used in the preliminary stages of a financial planning
practice but is the least efficient model in that it often duplicates resources. Also, it frequently creates poor execution because staff are expected to implement two or three
different methods for doing everything.
2. Process-centric model. The firm follows a standardized process and allows little or no exceptions.
3. Client-centric model. Exceptions are allowed, and clients can choose from a menu of services and service options.
According to the Moss Adams report, all advisory firms are client focused, but the difference in workflow comes from the degree to which the firm allows clients to dictate exceptions.
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Staff Selection and Training
Staff Selection
A CPA firm needs capable professionals who will contribute to the expansion of its PFP
practice by meeting client needs and providing superior PFP services. Consequently, careful
selection and training of suitable personnel are essential. Staff also need to know the mission
of the firm, the overall financial planning process, and have goals and benchmarks to measure
their success at the firm.
In addition to being enthusiastic about financial planning services and willing to devote
time to them, partners and managers working with PFP clients will need to
• have the technical background to deliver PFP services and a commitment to lifetime
learning.
• stay current on a broad range of information.
• relate to clients and be able to understand their concerns and problems.
• anticipate clients’ PFP problems and recommend creative solutions.
• supervise staff in technical areas.
• market the benefits of PFP services to both the firm and clients.
If a PFP practice’s staff includes financial planners who are not CPAs, partners and managers should supervise their work to determine that the AICPA professional, ethical, and
reporting standards are met. Financial planners should be encouraged to obtain financial
planning credentials, such as the PFS credential—the only CPA-exclusive financial planning
credential.

Communication Skills
Communication skills are especially important for those who provide PFP services.The PFP
process requires continued interaction with a client to
•
•
•
•
•

obtain financial information.
comprehend personal goals and objectives.
determine risk-tolerance attitudes.
discuss the plan and communicate with the client on an ongoing basis.
implement and periodically update the plan.

Staff need to have credibility with clients and to be able to establish good interpersonal
relationships. Because effective communication is essential, staff should be trained in communication skills, either through on-the-job training, classes, or self-study.
In selecting staff, CPAs should look for professionals who either possess or have the potential to develop these communication skills. Such people are usually adept at public relations,
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which is important in attracting new business and retaining old business. Ideally, staff should
also have analytical skills, as well as business experience and practical experience in financial
matters.
One of the ways that providing PFP services is different from traditional accounting and
tax services is that planners must frequently explore the emotional aspects of the client’s beliefs and goals. Successful planners are part psychologist, part counselor, and part motivator.
Additionally, financial planning is an ongoing process versus being a finite engagement (that
is, the financial plan is monitored and adjusted as needed to reflect changes in the client’s
situation).

Obtaining and Maintaining Technical
Knowledge
CPAs who decide to provide PFP services will also have to be committed to providing adequate training for the PFP staff. Training is available from a variety of sources. The AICPA
and most state societies, as well as some colleges and universities, and specialized institutions
offer PFP courses and programs.
The AICPA offers numerous continuing professional education (CPE) courses in PFP.The
courses offered include the following titles:
•
•
•
•
•
•
•

Fundamentals of Income Taxation
Fundamentals of Estate Planning
Fundamentals of Insurance Planning
Planning for Retirement Needs
Investments
Financial Planning: Process and Environment
PFS Exam Review Course

These and other related PFP courses can be found at the AICPA PFP Section website.
The PFP field requires CPAs to expand their base of knowledge to include risk management, investment planning, employee benefits, and the financial planning process. Because of
the broader scope of these services, a concerted effort must be made to stay current in all of
these areas. This may be accomplished by attending CPE courses, reading PFP periodicals,
attending PFP conferences (see the AICPA PFP Section website for more information), and
networking with other committed professionals.

PFS Credential
The AICPA has a specialized credential program for CPAs specializing in PFP. CPAs meeting the qualification requirements can become certified as PFSs (CPA/PFS). The following
list sets forth the initial requirements that CPAs must meet to qualify for PFS accreditation.
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The AICPA grants the PFS certification to candidates who
• hold a valid and unrevoked CPA license or certificate (whether active or inactive)
issued by a legally constituted state authority and are members in good standing of
the AICPA.
• complete the PFS application. To accomplish this, you must meet mandatory
requirements for PFP experience, education, and examination. For more detailed
information on these requirements, download the PFS application kit.
• adhere to the AICPA’s strict Code of Professional Conduct and professional standards.
• sign a declaration of intent to comply with the requirements of recertification.
• pay a nonrefundable application fee of $350.
The initial certification by the AICPA is granted for a period of three years. After the third
year, PFS credential holders must apply for recertification by substantiating their continued
PFP CPE. For detailed information on how to become PFS accredited, visit www.aicpa.
org/PFP/PFS.
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3
Organizing the Practice
The particular manner in which a CPA organizes a personal financial planning (PFP) practice will vary because there is no one single correct way to practice. Many offer PFP services
as an auxiliary part of their tax practice. Some choose to establish a formal, free-standing
service department or group; others may choose to set up a separate entity. Still others may
decide to forego centralization in any form.The size of the existing practice; type of planning
services offered (for example, investment adviser [IA] services); individual experience levels;
regulatory issues; and liability issues significantly affect the decision.
Generally, a comprehensive planning practice calls for a formal PFP department. This formal practice approach should provide more opportunity for effective use of staff; computeraided diagnosis and analysis; and formal reporting of the planner’s analysis, recommendations,
and advice.
In organizing a PFP practice, it is important to assess the specific capabilities of those
involved in the practice. This assessment is essential in organizational planning, service delivery, and staff training. For example, a start-up practice may not have an individual with
the necessary skill and experience in all planning areas. This is often the case with insurance
(risk management) and investment planning. Practices or engagements in this situation may
choose a team captain approach, with the team captain providing client motivation, direction, and support during the planning process. Ideas and implementation services may come
from other professionals. Careful skill assessment is necessary to design, establish, and direct
a successful PFP practice. With the myriad of regulatory issues facing a PFP practice today, a
CPA should consider consulting with an attorney who specializes in regulatory compliance
issues to determine how best to structure the financial planning practice.

Library
A PFP practice requires adequate resources, including books, periodicals, reference guides,
and online resources. Those materials are helpful in developing the financial planning procedures.
The AICPA PFP Section website provides varied and valuable resources that CPAs need
for professional and ethical financial planning.The AICPA PFP Section website also educates
consumers about personal financial issues and connects them with AICPA-credentialed personal financial specialists (PFSs). CPA members help individuals and families connect, plan,
and succeed in their financial lives.
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The AICPA PFP Section website serves
• CPA financial planners providing services to consumers of all ages in PFP; insurance
and risk management; investment management and advisory services; and tax, retirement, and estate planning.
• CPAs serving in a fiduciary capacity.
• CPAs interested in developing a niche practice in any area of financial planning (for
example, elder planning).
• CPAs in business, industry, and government who are looking for information, tools,
and resources in financial planning.
• consumers looking for a CPA/PFS to provide professional advice.
• CPA firms looking to either hire or outsource to a CPA/PFS.
• members to help them deliver quality financial planning services to their clients by
providing comprehensive tools and access to the latest information in the field. This
website contains comprehensive professional guidance and tools in the following
areas:
—— Closely-held business owner planning
—— Consumer content
—— Disaster financial issues
—— Divorce planning
—— Education planning
—— Elder planning services
—— Engagement planning
—— Estate planning
—— Fiduciary responsibility
—— Financial literacy
—— Government benefits
—— Insurance and risk management
—— Investment planning
—— Life events
—— Personal finance
—— Personal income tax planning
—— Practice management
—— Professional standards and ethics
—— Regulatory and statutory issues
—— Retirement planning
PFP members have full and free access to Forefield Advisor, a premier business development, education, and client communication tool that enables PFP professionals to deliver
current and concise advice to clients. Resources are written by subject matter experts (CPAs
and attorneys) and continuously updated to reflect current legislation and industry trends.
All the resources can be searched with a Google-like search engine. They are also organized
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by 17 life events and 10 financial goals. You can choose from any of the 3,000 resources to
compile the presentations that uniquely fit your client’s needs.
As a PFP member, you also will have access to various practice guides and publications,
such as the The Rebirth of Roth: A CPA’s Ultimate Guide for Client Care; the CPA’s Guide Series, including Financial and Estate Planning, Investment Adviser Registration, Regulatory Issues in
a PFP Practice, Technology in a PFP Practice, AICPA/Moss Adams LLP 2007 Personal Financial
Planning Practice Study; and more.

PFP Practice Center
The AICPA PFP Division has compiled content on the PFP Practice Center website to help
members navigate critical components of their CPA PFP practices, including determining
whether you need to register as an IA, consideration of the most effective software to run a
successful practice, professional responsibilities of CPAs when practicing in PFP, education,
networking, credentialing, and more.
Note that all CPAs providing estate, retirement, tax, investment, and risk-management
advice need to be aware of the Securities and Exchange Commission’s (SEC’s) interpretation of when the line has been crossed when providing investment advice that may require
the individual or entity to be registered as an IA. See The CPA’s Guide to Investment Adviser
Registration and appendix E for more information on this topic.

Technology
Because PFP firms vary greatly in size and their business approach, it is important to understand that there is no “one size fits all” technology solution. On the contrary, the technology
needs of a firm will be dictated by a wide variety of factors, including the firm’s business
model, size, client profile, and goals. PFP members can download The CPA’s Guide to Technology in a PFP Practice to navigate the array of technology choices to run an efficient PFP
practice, including hardware, client relationship management (CRM) software, and financial
planning software.
In addition to the basic technological building blocks, such as hardware (computers, printers, copiers, fax machines, scanners, phones, and so on) and software (Office suite, document
management systems, CRM software, e-mail, and so on), industry-specific software applications are of particular importance in a PFP practice. Software decisions depend on the complexity, volume, and diversity of the firm’s PFP engagements, among other considerations
(compatibility, sophistication, flexibility, ease of use, reports, vendor support, training costs,
maintenance, and so on).
An abbreviated list of some of the specialized software you should consider when organizing your PFP practice is subsequently provided. The CPA’s Guide to Technology in a PFP Practice is a comprehensive resource that PFP members should consult when making technology
decisions. The CPA’s Guide to Developing and Managing a PFP Practice also provides an over-
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view of software considerations. Both of these resources provide a list of software available
on the market today. Although it is impossible to cover every product on the market, these
guides should serve as a good starting point for your own due diligence.

CRM Software
CRM software may be the single most important piece of software you buy. Almost every
successful financial professional will tell you that the single key to their success is the strength
of their client relationships. The client relationship is enhanced by regular communication;
CRM software systematizes those communications, so that clients receive the care they need.
In addition, efficient practices employ uniform workflow processes. Good CRM software
can be used to manage and record all workflows within the firm. It can also help track and
analyze the profitability of each client relationship, as well as track the productivity of employees. With this information readily available, the personal financial planner can set fees
appropriately. In fact, it is impossible to optimize a PFP firm without good CRM software.
CRM software falls into both the general productivity category and the industry-specific
category because you can purchase it either way. Within each category are both traditional
desktop server software and online options or applications service provider (ASP) options.

Financial Planning Software
If you currently offer PFP services or will be doing so in the future, it is essential that you
practice your craft with the aid of one or more PFP programs developed by a reputable commercial software vendor.
It is useful to subdivide financial planning software by the delivery method (desktop or
server versus online or ASP). The other differentiator among these applications is, broadly
speaking, their planning approach. Some programs use a goals-based approach to financial
planning; others use a cash flow-based approach.
As is the case with most other programs you use, the ideal financial planning program will
offer integration with your other applications. Integration alleviates the need for repetitive
data entry, and it significantly reduces errors while lowering the overall cost of plan production.
The better comprehensive financial planning packages are suitable for a wide range of
needs, but there are instances that require a specialized sophisticated tool. Advanced estate
planning and advanced employee compensation planning are two areas where specialized
programs are often employed.

Portfolio Management and Reporting Software
Portfolio management and performance reporting systems play a major role in most PFP
practices because PFP is a long-term, ongoing process that has little if any relationship to
short-term investment performance.
In the realm of portfolio management software (PMS) solutions, the gap between an
in-house desktop or server solution and a Web-based solution tends to be greater than it is
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with CRM or financial planning applications because, in the PMS world, ASP often offers
additional service, either as part of the base package or for an additional cost. Additionally,
many ASPs provide some sort of online client access. This could be as simple as allowing
the adviser to post static portfolio reports that clients can access online, or it could be more
sophisticated, such as allowing advisers the ability to permit clients to run their own portfolio reports within parameters specified by the adviser. Some may even go further, allowing
advisers or clients, or both, to post and store other types of files, such as estate planning documents and health care information, within the online vaults.
The value of online reporting capabilities should not be underestimated. At most firms,
the preparation, printing, and mailing of performance reports is a costly, time-consuming
process. By offering online reports, firms can reap a substantial cost savings while offering
clients better service by delivering reports faster. In addition, online reporting facilities, when
properly configured, offer superior security to reports delivered by mail.

Portfolio Rebalancing Software
Manually rebalancing a large number of client portfolios can be time consuming and expensive. Today, rebalancing software comes in a wide range of prices and capabilities. Some that
rebalance at the individual account level can be very inexpensive; however, software that is
highly automated, tax sensitive, and capable of grouping accounts in a variety of ways can
easily cost tens of thousands of dollars. Larger wealth management firms are increasingly
investing in sophisticated rebalancing software because the alternate is more expensive and
less accurate.

Custodians
Although generally not thought of as a technology decision, the choice of a custodian or
custodians for your client’s assets can have technology implications. For a number of years,
Schwab, Fidelity, and TD Ameritrade dominated the independent adviser custodial space.
More recently, Pershing, Shareholder Services Group, and Scottrade have been actively competing for advisers’ custodial business.
The choice of custodians can influence your overall technology plan in a number of ways.
First, each firm offers advisers some connectivity to their “back office,” but standards and
file types are not uniform. For example, some custodial websites may be accessible through
multiple Web browsers (Internet Explorer, Firefox, Safari, Chrome, and so on), but some may
be limited to one. Some custodians may offer discounts on third-party CRM, portfolio management, financial planning, and rebalancing software, but others may offer you their own
proprietary software as an inducement to do business with them. Some third-party software
may integrate better with some custodial platforms than with others. All of this should be
noted before final technology purchase decisions are finalized.
For a full analysis of all technological considerations, including potential product solutions,
consult The CPA’s Guide to Technology in a PFP Practice.
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Considerations in Making Software
Decisions
Software decisions depend on the complexity, volume, and diversity of the firm’s PFP engagements. Other considerations include
•
•
•
•
•
•
•
•
•
•
•

the compatibility of the software with existing hardware.
the sophistication and flexibility of the program.
ease of use of the program.
types of reports the software generates.
readability of the reports.
does the program have built-in data validations and produce report diagnostics?
are the reports produced accurately, and do they offer suitable recommendations for
your clients?
are the reports current regarding existing law and financial planning best practices?
the cost of training required to make the software usable.
does the vendor offer support for the program?
the software’s maintenance and cost and the vendor’s stability and enhancement
program.

Another consideration is whether to purchase an integrated program that eliminates the
need to reenter the same data for different calculations. For example, an integrated program
will use the data entered in the cash flow and balance sheet sections not only to calculate
projected cash flows and balance sheet information but also to calculate retirement funding,
income tax projections, and other computations. Although integration can be time saving
and efficient, it can also be more expensive and may have added complexity in data entry.
Therefore, there may be increased time and review involved in producing the reports.
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Action Tip
Mistakes can be made by CPAs new to PFP who are using a software program
as a substitute for their own financial planning expertise and also viewing the
software as the end product. The most expensive software will not make you
a financial planner. To avoid the pitfall of substituting software for knowledge,
develop a personalized planning philosophy and approach to PFP first, then
select software that fits your style. PFP software should be viewed as a tool to
help you gain efficiency in your practice, not as the determinant of how you
do your planning. CPAs must recognize that they are not selling software but a
financial planning solution that should be presented and connected to meeting
a financial planning need for the client. It is not about the software; it is about
the broader picture and solving and meeting the financial planning needs of the
client. The software is merely a tool in the overall financial planning process.
PFP software may be grouped in several categories, depending on the
program’s intended purpose. Some programs not only provide the ability to run
the numbers, but they also have automatic graphics and modifiable boiler plate
reports. Other programs are designed to produce everything except the written
report. Some programs produce written reports that cannot be modified. These
are most often used in a large financial planning practice or by large brokerage
houses to ensure consistent and accurate advice among all advisers.

Comprehensive PFP Software
Many CPAs have purchased sophisticated, comprehensive PFP software packages that perform extensive calculations that allow the CPA to analyze the financial information to arrive
at recommendations for the client. These programs save calculation time and greatly reduce
the possibility of errors.The range of information usable by the software and the calculations
they perform vary greatly, as do their ancillary attributes, such as graphics, report design, and
flexibility of use.
After examining the commercially available software programs, a CPA may decide that
none of the available programs fit the needs. Thus, the decision could be made to internally
develop templates and programs that perform specific calculations or generate reports.
Because software decisions can have a major impact on the cost and structure of delivering
PFP services, they should be carefully researched. Questions to consider when evaluating
software include
• is the software, its conceptual framework, and what it does understandable?
• what are the design features and methodology?
• does the output produced correspond to your understanding of the conceptual
framework?
• did you consider sensitivity, level of detail and precision, the planning approach, and
alternative or override capabilities?
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• what is the extent of information flow and integration between the application and
within the plan?
• what is the level of data integration (that is, the ability to convert client data entering the system from different sources into a common format)?
• are inputs, outputs, and results reviewable?
• are outputs clear and understandable, and do they provide reasonable, objective
advice?
A CPA may, because of the cost factor, postpone a significant investment in software and
use one of the alternatives subsequently described.

Manual Systems
Many CPAs develop a client’s personal financial plan using questionnaires, worksheets, and
checklists similar to those included in this guide. These systems can be structured to suit the
CPA’s objectives and are easily modified to meet clients’ varied needs.

Partially Computerized Systems
Existing software, such as tax planning and word processing packages, can be used to automate segments of the PFP process. Some CPAs develop spreadsheets to perform calculations and analyses. Specialized packages, such as an estate-planning package, can be added as
needed.

Online Information Services (Databases)
A number of vendors offer online information retrieval databases to assist with a variety of
research projects. Using an online database may expedite research of tax or economic issues
pertinent to a PFP engagement.

Professional Liability and Risk Management
CPAs who want to protect themselves from the adverse consequences of client lawsuits related to financial planning activities should obtain errors and omissions insurance, also known
as malpractice or professional liability insurance. This professional liability insurance covers
you for areas such as breach of duty, negligence, misstatement, omissions, and wrongful acts.
The basic types of insurance available are the standard accounting practice policies and the
separate policies for financial planning services.
Our society is quick to sue and litigate, and liability claims are expensive to defend or
settle. In such a climate, professional liability coverage is necessary to protect you and your
business if you’re sued and found liable. The cost of defending your business in a lawsuit is
another reason to carry this coverage. Regardless of whether a claim is valid, you’ll still incur
the legal expenses of defending yourself, and if a claim is valid, you’ll have the additional ex-
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pense of paying the claim. If your business doesn’t have the deep pockets to handle these potentially large expenses, professional liability coverage can serve as a cost-effective resource.
There are two significant expenses in any liability claim: the cost of defending yourself and
the cost of any claim awarded to the person or business suing you. So, a key factor to consider
in any policy is the size of your claim limit. Claim amounts vary from industry to industry,
and there’s no rule of thumb for all businesses. An insurance professional who specializes in
professional liability insurance can be a good source of information about claims experience
in the financial planning arena.
When you’re examining claim limits, note how defense costs are handled. Some policies
subtract defense costs from your overall claim limit, which lowers the amount left over to
pay claims. Other polices pay for defense costs in addition to a claims limit, which leaves all
your coverage available to pay claims.
You’ll also want to examine the specific provisions relating to your legal defense. Some
policies include a duty to defend clause that means the insurance company will pay to handle
your case in all situations. Other policies have an option to defend clause that means the insurance company will decide whether to provide a legal defense for you. Policies also vary in
how your defense may be handled. Some policies may let you choose your attorneys; others
leave it to the insurer. Some policies may ask for your input regarding settlements, but others
leave this decision solely to the insurance company.
Another factor to consider is loss of earnings. If you have to spend time in court as part
of your defense against a claim, you’re probably not generating income, and that lost time
means lost revenue. Some policies will pay for your time in court, but others won’t.
The AICPA offers discounted liability insurance to members. Learn more about the plans
available, including employment practices liability coverage, group life insurance for firms,
and professional liability coverage.
One of the accounting policies is the AICPA-endorsed policy provided by AON and underwritten by CNA. The plans include the CPA value plan, the premier plan, and a regional
firm plan. Generally, the CPA value plan considers financial planning as services that accountants have always performed that are now rolled up in the term financial planning. It does
not cover services for which commissions or similar type fees are received as compensation.
It does presumably cover financial planning under the general provisions of whatever is a
normal incident of a practice of the public accountancy. The plan covers firms with up to 3
accounting professionals and annual revenues up to $400,000. The premier plan is for firms
with unique coverage needs or more than 3 employees or revenues in excess of $400,000. It
also provides coverage for other professionals in the firm, such as registered representatives.
Finally, the regional firm plan is for major firms and firms billing in excess of $10 million
(excluding the Big 4) with specialized needs. For a more detailed discussion of the scope of
the AICPA’s plan, visit www.cpai.com. A detailed analysis is also provided in appendix G.
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Other Coverage
There are other sources of errors and omissions coverage for CPAs engaged in PFP practice.
For instance, certain state CPA societies sponsor a CPA-owned mutual insurance company
to provide errors and omissions insurance to its members.
Policies must be reviewed for which services are covered and what is excluded under
each policy. Some policies do not cover certain services, such as investment advice, sales
of securities, and insurance sales, but may offer coverage of these activities through a rider.
The insurance company should also be evaluated for claims handling, services related to risk
management, policy limits, and the cost of the coverage.Those CPAs whose PFP services go
beyond the scope of the coverages previously described will generally have to go into the
market to seek coverage.

Risk Management
In addition to acquiring insurance coverage, the CPA should consider implementing other
risk management procedures. By carefully evaluating and screening clients, potential liability
exposure can be reduced. A CPA should be selective in accepting PFP engagements and in
deciding what services to offer. Besides interviewing potential PFP clients, other practice
procedures that can reduce exposure are effectively communicating with the client, including the use of engagement letters to delineate the scope of the services to be performed;
obtaining the training necessary to be a financial planner and always staying current and
maintaining competence; acquiring manuals and other texts as sources of substantive and
procedural information; utilizing checklists to help prevent omissions and reviewing procedures to provide a quality check on the work product; and performing due diligence on
any service provider with whom you affiliate. The work product of your affiliates must be
reviewed because the CPA can be held responsible for the work provided by affiliates. One
critical consideration is ensuring compliance with all state and federal regulations, as well as
fiduciary responsibilities (for more information on fiduciary responsibility, visit the AICPA
PFP Section website).

Professional Standards and Ethical
Considerations
The CPA providing PFP services to clients is bound by the same ethical rules and technical pronouncements that govern practice as a CPA. PFP services can involve a number of
discrete services that may fall under various existing professional standards, as well as government regulations. CPAs should consult the applicable regulations and standards when
performing PFP services.
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CPAs are governed by the AICPA Code of Professional Conduct. Additionally, the AICPA
PFP Executive Committee has issued the Statement on Responsibilities in Personal Financial Planning Practice as a source of additional advice on professional standards and ethics.
The following professional rules, regulations, standards, and statement on responsibilities
have particular relevance for the performance of PFP services. Many of these rules, standards,
and regulations are addressed throughout this guide:
•
•
•
•
•
•
•
•

•
•
•
•
•

AICPA Code of Professional Conduct
SEC Investment Adviser Codes of Ethics
Statement on Responsibilities in Personal Financial Planning Practice
Statements on Standards for Accounting and Review Services
Statements on Standards for Attestation Engagements that include guidance related
to financial forecasts and projections
Statements on Standards for Consulting Services
Statements on Standards for Tax Services
Statement on Standards for Valuation Services No. 1, Valuation of a Business, Business
Ownership Interest, Security, or Intangible Asset (AICPA, Professional Standards,VS sec.
100)
AICPA Guide Prospective Financial Information
AICPA Guide Compilation and Review Engagements
Financial Accounting Standards Board Accounting Standards Codification 274, Personal
Financial Statements
IRS rules and regulations
Other legal, regulatory, and compliance issues discussed throughout this guide

For more information on professional standards and regulatory issues affecting CPA financial planners, visit the AICPA PFP Section website.

Sarbanes-Oxley Act of 2002 and Its Impact
on Providing Financial Planning Services
The accounting profession faces many significant challenges and opportunities with the enactment of the Sarbanes-Oxley Act of 2002 (SOX). Many of the provisions of SOX redefine
the way in which CPAs serve their publicly traded audit clients.
The provision of SOX with the greatest potential to have an impact on CPA financial
planners is the prohibition on certain nonaudit services provided to publicly traded audit
clients. Also significant is that all nonaudit services that are not expressly prohibited must
receive advance approval from the client’s audit committee. The remaining provisions affecting the CPA financial planner can be categorized as disclosures of nonaudit-related fees and
the extension of powers to various federal and state agencies against advisers committing or
participating in the commission of wrongful acts.
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Provisions of SOX Affecting Firms That Audit
Public Companies
All accounting firms that prepare or issue (or participate in the preparation or issuance of)
any audit report with respect to a client are required to register with the Public Company
Accounting Oversight Board (PCAOB). The PCAOB does not have jurisdiction over services provided to clients other than public company audit clients. However, SOX can have an
indirect impact on all CPA firms, regardless of whether they audit public companies. This is
known as the cascade effect.The major concern is that the law may become the template for
similar federal and state legislative or rule changes that directly affect both nonpublic companies that are subject to other regulations and the CPAs who provide services to them. The
AICPA and state CPA societies are monitoring the situation and will continue to monitor
and update CPAs on legislative activities affecting the financial planning profession.
SOX specifically makes unlawful the delivery of a specified list of nonaudit services to
publicly traded audit clients. Registered public accounting firms are prohibited from performing the following nine nonaudit services* for their audit clients. These services are
deemed to create auditor independence issues:
1. Bookkeeping or other services related to the accounting records or financial statements
of the audit client
2. Financial information systems design and implementation
3. Appraisal or valuation services, fairness opinions, or contribution-in-kind reports
4. Actuarial services
5. Internal audit outsourcing services
6. Management functions or human resources
7. Broker-dealer, investment adviser, or investment banking services
8. Legal services and expert services unrelated to the audit
9. Any other service that the PCAOB determines, by regulation, is impermissible
SOX provides that a registered public accounting firm “may engage in any non-audit
service, including tax services, that is not described [in the preceding list of nine prohibited
services] for an audit client, only if the activity is approved in advance by the audit committee of the issuer,” in accordance with SOX. The audit committee’s approval of all nonaudit
services must be disclosed to investors in regular SEC filings.
SOX provides a de minimus exception whereby the preapproval requirement is waived if
the aggregate amount of nonaudit fees is less than 5 percent of the total fees received from
the audit client, and the services are brought to the attention and approved by the audit committee before completion of the audit. In addition, although its precise scope is unclear, SOX
allows retroactive audit committee approval for “an audit service within the scope of the
engagement of the auditor.” Finally, SOX also has a provision for case-by-case exemptions

There are certain exceptions to the list of services. Before offering any services to audit clients, the
Sarbanes-Oxley Act of 2002 should be reviewed to ensure the offerings are permitted activities.
*
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whereby the PCAOB can provide exemptions for the nine specifically prohibited nonaudit
services.
The level of nonaudit fees that may trigger an independence issue has not been defined
by the SEC. Therefore, CPAs performing nonaudit services for an audit client must remain
acutely aware of the prohibited services issue under SOX. It is recommended that CPAs who
audit public companies seek legal advice before providing nonaudit services to the audit
client or any individuals or entities affiliated with them. Also because of SOX, many of the
CPA profession’s ethical and regulatory rules are being applied more conservatively, even to
firms without publicly held clients.

39

4
Managing a Personal Financial
Planning Practice
The personal financial planning (PFP) practice in many firms is not as well-structured as the
audit or tax practices. Audit and tax practitioners inherit tools, such as audit programs and
various tax-related checklists, and engagement management procedures from earlier generations of practitioners. A similar structure should be created for the PFP practice to enhance
profitability. A step-by-step process, framework, and mission statement should be in place to
have a successful PFP practice.
Often, profitability can be improved through better engagement planning and organization. The steps to good engagement organization include
• having a clear process to follow for PFP engagements and a framework within
which to operate.
• developing a clear understanding of the client’s goals for the engagement.
• selecting specific procedures to accomplish these goals.
• having tools in place to effectively perform the engagement.
• preparing an engagement program.
• preparing a time budget and tracking procedure for the engagement.
CPAs usually try to understand and identify a client’s goals through the preparation of
data-gathering forms and discussions during the initial client interview. Because of the importance of understanding the client’s goals, some CPAs find it helpful to complete a worksheet of the client’s goals following the initial interview. Once the client’s goals have been
identified, procedures can be selected to help achieve those goals.
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Action Tip
As you near the end of an engagement, ask yourself whether you have properly
educated the client about his or her financial matters. This is where the client
sees value. Successful practitioners are colleagues in educating clients, not
technicians providing financial planning to the clients. The CPA can empower
the client to take control of his or her finances. CPAs should not focus solely on
the number crunching and technical aspects but must understand that clients
will benefit more if they are involved and educated in the process.
After you are confident that you have provided the client with the desired
solutions, ask the client if he or she received the desired solutions and
information.

Setting Fees
Because establishing a reasonable fee structure is critical to profitability, the following factors
involved in setting fees should be carefully reviewed:
• The firm’s standard billing rates.
• How fees will be charged. Pricing structures include the following but basically fall
into three categories: fees, commissions, and a combination of fees and commissions
(fee based):
——Fee only. Hourly, fixed, flat project fee basis, or percentage fees based on assets under management. Fee-only advisers do not accept any compensation that doesn’t
come directly from the client.
——Performance fees. Based on how well the client’s account performs. These fees may
only be charged to certain high net worth clients.
——Commission only.
——Fee based. A combination of flat fee and commissions. Fee-based advisers charge
for the planning work and then recommend products on which they receive
commissions or some other form of compensation from the product provider.
——Fee-offset arrangements. Commissions from the sale of financial products are offset
against fees charged for the planning process.
——Referral fees.
• The norm for PFP services in the practice area.
• An estimation of the worth of the PFP services provided.
In addition to the preceding factors, fees are also affected by the complexity of the engagement and the hours projected to be spent on the engagement. Another billing consideration
is whether the CPA is allowed to accept commissions or charge on a contingency fee or
percentage basis.
Many CPAs providing PFP services earn their compensation on a fee-only basis. In those
states that allow a CPA to receive compensation in the form of commissions from a purchase
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or sale, some CPAs base all or part of their compensation on commissions or a combination
of commissions and fees. Check with your state board of accountancy to understand any
rules governing compensation in the form of commissions, and refer to the AICPA Code of
Professional Conduct that has specific client disclosure rules that must be followed by CPAs
who decide to be compensated by commissions.
Because PFP practice is a specialty, it is common for CPAs to charge a higher fee for providing PFP services to clients. This is no different from the norm in other specialty areas,
such as consulting or tax planning. The ability to charge higher fees for PFP services also
reflects most clients’ perception that PFP services have more value. Because they see a direct
benefit to their own finances, they are willing to pay the premium.

Flat Fees
Many CPAs who bill their clients on a fee-only basis for PFP services quote a flat fee to
the client before beginning work on the engagement. When setting the flat fee quoted to a
particular client, the CPA will usually consider the factors previously noted, including the
total hours estimated for the completion of the engagement and the perceived complexity of issues involved. If the CPA fails to accurately evaluate the impact of these factors on
the fee-setting process, the CPA will have to absorb the unbillable amount or convince the
client that a fee adjustment is necessary. If an upward adjustment is desired, collecting the
additional fee could be a difficult task. However, if the CPA has communicated with the client throughout the process and developed an excellent working relationship with the client,
collection of fees is generally less of an issue.
A major advantage of the flat fee over billing on an hourly basis or some sliding scale type
of arrangement is that both the client and CPA know at the outset of the engagement what
the services to be performed will cost. The most common forms of flat fee billing are by the
plan or by time period.
A CPA who adopts billing by the plan generally has arranged with the client at the outset
of the engagement to bill for the production and delivery of a document called the plan. Billing by the plan generally does not include any implementation services. For the fee-based
CPA, the charge to the client is based on a time estimate that is based on the complexity
of the plan and the projected hours to be spent. The CPA who receives commissions will
generally be compensated by the commissions received for the placement of the various
investment products called for in the plan.
Another method of flat fee billing that some CPAs successfully use is to charge the client
an annual or other timed-period flat fee. Under this method, the client pays the CPA a flat
fee each quarter or year the engagement continues. For new clients, the first year’s fee would
take into account the charges for developing the plan.
One way to determine the flat fee is generally to base it on the client’s assets. A guideline
is between 0.75 percent and 2 percent of net worth for comprehensive financial planning.
Another method would be to estimate the time and complexity of the engagement to determine the flat fee to be quoted. Some practices establish minimum fee levels for certain
engagements that may correspond to the client’s net worth or the engagement specifics.This
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would be a part of your marketing and business development plan in order to ensure that
your resources are allocated appropriately.The main drawback to using the timed-period flat
fee is the necessity for a clear understanding between the CPA and client about the services
covered under the agreement.
Unless you are billing and proposing on each and every specific project for your financial
planning client, an aspect of the annual or timed-period flat fee arrangement is that it is essentially a retainer under which the client pays for the PFP services in advance of them being
performed. Retainers are very valuable to the practice and client because they allow for the
relationship to develop and for you to realize revenue for the variety of tasks you perform
that are often difficult to attach to a specific project. Additionally, retainers allow you to develop a stronger, more consistent relationship with your client by having continual contact
and also encourage the client to contact you frequently. Essentially, you take away the client’s
concern about whether every phone call will result in an invoice, thus encouraging more
open communication of the client’s situation. As has been said elsewhere in this guide, financial planning is not about the numbers but being the trusted, go-to adviser for the client.
Establishing the fees for the retainer would depend on whether it is the only way you are
compensated by your client. If you are also charging a percentage of assets for investment
advisory services (IAS), you would most likely have a lower retainer fee to compensate you
for the noninvestment advisory services.

Commissions
In those states where it is permitted, CPAs who are licensed to receive commissions from
the sale of securities, insurance products, or real estate may decide to receive that form of
compensation for the services they provide their clients. The AICPA Code of Professional
Conduct has specific client disclosure rules that must be followed by CPAs who decide to be
compensated by commissions. There are also many regulatory compliance issues to consider.

Discussing Fees
A discussion of fees at the outset of an engagement is essential. Open discussion and, when
appropriate, negotiation are imperative. If the client has a problem with the fee structure, it
is best to deal with this when only a minimum amount of time and effort has been invested
in the engagement. In the event that the issue cannot be resolved, the client can decide not
to continue the relationship.
Here are some suggestions to use when explaining the fee structure to a client:
• Describe how others use financial planning services to their benefit.
• Describe the intricacies of financial planning, such as necessary training, both initial
and ongoing, and the standards that a CPA must meet.
• Make a cursory review of the client’s situation identifying, when possible, the client’s
goals and objectives. Then, give specific examples of how money spent on financial
planning services transforms into wealth enhancement or some other benefit for the
client.
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Action Tip
Never let the amount of an invoice be a surprise to the client. Always keep
clients current on fees and changes in the amount of time (and fees) for
completing the engagement.
By considering the variables involved in setting fees, it is possible to create
a reasonable fee structure. Remember, clients tend to accept an initial fee
structure as a benchmark against which they measure fee increases. Although
there can be compromise on billed fees in the event of a dispute, it is a good
policy to stand firm with billing proposals.
A major variable in delivering PFP services is the client’s sensitivity to
fees. Offering segmented planning engagements is one way to overcome a
client’s sensitivity to the fees billed during a comprehensive PFP engagement.
A segmented planning engagement generally limits the in-depth analysis to
one or more PFP areas that are of special interest to the client. Another viable
alternative to a comprehensive PFP engagement is to perform what amounts
to a comprehensive PFP engagement over an extended period of time as a
series of segmented planning engagements. In any event, the CPA has to reach
an understanding with the client about the engagement’s objectives and the
services to be performed.

Assessing Costs and Risks
Once the commitment has been made to pursue PFP, additional costs will have to be considered over and above the operating expenses of the CPA firm, such as
• staffing for specialists with credentials such as personal financial specialist (PFS);
certified financial planner; chartered life underwriter; chartered financial analyst; and
certified investment management analyst, as well as economists, consultants, and so
on.
• legal fees, including registration, determining the type of operating entity, registered
investment adviser (RIA) fees, and other regulatory compliance and risk management issues.
• specialized exam fees (for example, PFS, investment adviser [IA], registered representative, and so on).
• determining your business model (for example, an independent RIA or working
under a broker-dealer relationship [see the “Regulatory” section of the PFP Practice
Center for detailed information]).
• investment research and reporting software (see The CPA’s Guide to Technology in a
PFP Practice).
• custodial relationships for investment advisory assets (see The CPA’s Guide to Technology in a PFP Practice).
• professional liability insurance (discounted AICPA insurance available to members).
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• promotion and marketing costs (see the PFP/PFS Marketing and Media Toolkits).
• continuing education for you and your staff, as well as staff training. (Free live and
archived Web seminars with discounted continuing professional education are available to PFP members. Also see the “Education” section of the PFP Practice Center.)
• library and reference materials (PFP member-only resources available free of charge
on the PFP Practice Center).
• developing questionnaires, checklists, and an overall financial planning process for
the firm (see sample checklists in the appendixes)
• computer software (see The CPA’s Guide to Technology in a PFP Practice).
• membership dues, including PFP Section or PFS credential dues.
As was previously discussed in this chapter, malpractice risks are a concern. Another risk is
the allocation of time that needs to be spent in developing a PFP practice. Although it is not
being suggested that a 100 percent time commitment be devoted to financial planning, it is
important to recognize that a large investment of time must be spent each week to properly
develop a PFP practice. The final and most important risk is that profitability may not be
achieved as quickly as desired or at all.

Interviewing Potential PFP Clients
The initial interview with the client seeking financial planning services is the starting point.
In this meeting, the client and CPA should discuss the process of financial planning, including their respective roles. The client should understand the expected involvement in goal
setting, data gathering, and implementation. The importance of obtaining a spouse’s input, if
the client is married, should also be discussed. Clients should realize that the success of the
financial planning engagement will, to a great extent, depend on their commitment. The
CPA can develop and complete the plan only with the client’s cooperation. Furthermore, the
client will have to be committed to implementing the plan to realize its benefits.
The client’s expectations for the financial planning process should be discussed.The CPA’s
role is to listen carefully and request clarification, if necessary, until the client’s goals are clear.
During this discussion, the CPA needs to explain that a financial plan may not be attainable
if the goals are not realistic; however, a personal financial plan can provide concrete goals,
as well as recommendations for achieving them. The fees for the financial planning services
should also be discussed.
A CPA wants some assurance that the engagement will be successfully completed. Therefore, before accepting a prospective financial planning client, the partner or staff person
interviewing the client should consider the following questions:
• Does the prospective financial planning client (client) have a real need?
• Does the client see the financial planning process as important, and is he or she
committed to embracing the process and implementing the plan?
• Is the client’s expectation of the financial planning service realistic?
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• Does the client have the appropriate documentation of his or her financial planning
situation?
Some CPAs do not accept financial planning clients until they have developed enough
of a relationship with the client, through tax or other services, to learn the answers to those
questions.

Documenting the Engagement
Understanding
The CPA should consider documenting the engagement understandings with PFP clients
through engagement letters. Engagement letters are recommended because they help prevent later misunderstandings with clients.
The engagement letter is the written contract between the practitioner, the client(s), and possibly others.The engagement letter is used to establish an understanding of the services to be
performed and to define the responsibilities of each party. It may take the form of a financial
planning or an investment advisory agreement.
If the CPA prepares and presents personal financial statements to his or her client or to
third parties, paragraph .02 of AR section 80, Compilation of Financial Statements states that
the CPA should establish an understanding with the client regarding the services to be performed and should document the understanding through a written communication with
the client (that is, an engagement letter). Paragraphs .03-.05 of AR section 80 specifies the
required content of the engagement letter.
Even if the engagement does not entail the preparation and presentation of personal financial statements, the CPA may consider documenting the engagement understandings with
PFP clients through engagement letters. Engagement letters are recommended because they
reduce the risks that either the CPA or the client may misinterpret the needs or expectations
of the other party.
AR section 600 provides an exception from AR section 80 for personal financial statements that are included in a written personal financial plan prepared by the CPA and specifies the form of written report required under the exemption. Paragraph .03 of AR section
600 states that the accountant may avail himself or herself of the exemption provided by AR
section 600 when, among other things, the accountant establishes an understanding with the
client and documents the understanding through a written communication with the client
that the financial statements (1) will be used solely to assist the client and the client’s advisors to develop the client’s personal financial goals and objectives and (2) will not be used to
obtain credit or for any purposes other than developing these goals and objectives.
Some CPAs develop lengthy engagement letters that describe the financial planning process and the roles of both the CPA and client, but others believe clients prefer brief letters.
In either case, an engagement letter should clearly express the mutual understanding of what
the CPA will do and what the client will receive. Using engagement letters can reduce
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liability exposure, and some insurance companies offer discounts to CPA firms that regularly
use them. Financial planning engagement letters frequently include a description of some or
all of the following:
• The engagement terms and objectives.
• The level of services to be provided: consultation; segmented planning (for example,
education planning, retirement planning, investment planning, and so on); or comprehensive planning.
• An understanding of the nature and limitation of services, as well as highlights of the
activities to be performed.
• The roles and responsibilities of the CPA, client, and other advisers.
• Any limitations on the use of personal financial statements.
• A description of the report to be provided. If personal financial statements are to be
included, that should be stated.
• The fee arrangement and payment terms. Also, discuss the process if work needs to
be performed that is beyond the scope of the engagement letter.
• Any materials the client is to provide.
• Whether the services are to be ongoing or of a limited term.
• Whether the CPA will provide implementation, follow-up, or monitoring services
related to the financial plan.
• Right to terminate clause.
• Information regarding confidentiality.
The illustrative engagement letters (see appendixes H–O) are nonauthoritative. Before using a standard engagement letter in practice, the advice of legal counsel should be obtained
to determine the effect of the proposed letter. For more information on engagement planning, visit the AICPA PFP Section website.
The illustrative letters assume the CPA is not an RIA. CPAs who have registered as IAs
under the Investment Advisers Act of 1940 or state laws should consult with a securities
lawyer familiar with the laws of their states to develop an engagement letter and the documentation required to conform to the registration law requirements, including the Form
ADV Part 2 information disclosure client brochure (see appendix P for an illustrated IAS
engagement letter).
For more information on practice management, visit the AICPA PFP Section website
(www.aicpa.org/PFP).
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5
Marketing Personal Financial
Planning Services
There are more competitors in personal financial planning (PFP) than in the more traditional areas of accounting and tax. To be successful, CPAs need to know what they can do
best and what type of clients need their services. Then, they must convince their clients that
they should be the ones responsible for their PFP.
CPAs need to overcome their reluctance to market their services. Traditionally, CPAs have
questioned whether the goals and methods of marketing can be reconciled with those of
a professional, but when marketing is properly understood and implemented, the conflict
between professionalism and marketing disappears. The primary goal of professionals is to
satisfy the needs of their clients. Marketing is defined as a business activity directed at satisfying needs and desires in an exchange process. Marketing can therefore be a tool for achieving
professional goals.
CPAs should prepare a marketing plan. A marketing plan is critical to the success of longrange planning. The development of a marketing plan typically involves an analysis of the
firm’s core capabilities and what market the firm wants to serve and the identification of appropriate strategies for tapping that market.The marketing plan and your marketing activities
can generally be broken down into the following four steps:
1. An analysis of the market based on experience, surveys, and research. It would include a
description and outlook of the industry; primary target markets, including needs; goals
for market penetration; methods for identifying potential financial planning clients; and
identifying your competitors and the strengths and weaknesses of those entities.
2. Selecting target markets.
3. Developing a marketing mix—an interrelated group of marketing variables designed
to maximize your exposure to the target market. The variables are marketing’s four Ps:
product, price, place, and promotion.
4. Managing the marketing effort.
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Developing a Marketing Mix
Your product is service. Your PFP services should meet the needs of your targeted market
and be cost effective, affordable, and competitive.
PFP clients generally perceive financial planning as a value-added service and are willing
to pay a somewhat higher price for the service. You must balance the value in the marketplace of the services you will provide and what you need to be profitable.
Place refers to the location from which you deliver your services, as well as the quality
and character of your facilities.Your office should be clean and orderly and readily accessible,
with convenient parking nearby.
The key objective of your promotional strategies is to get you and your name in front of
your target audience as efficiently as possible.The following promotional strategies should be
considered in developing your marketing strategy. The mix you choose depends on several
factors, including your marketing objectives, your budget, and the strategies with which you
are most comfortable.

Direct Approach
The CPA’s existing clients are the base on which to build a PFP practice; however, before
contacting clients, the CPA should determine the benefits of PFP services for each client.
Methods of marketing PFP services to existing clients include
• discussing PFP services, such as retirement, estate, or investment planning, with clients when they bring in their tax return data.
• asking tax clients questions about their existing financial planning, such as whether
they have education funding programs for their children or are participating in
employer-sponsored retirement savings programs.
• sending an article on a PFP topic that the client might find interesting.
• calling clients for additional information about a possible PFP need.
• developing a telephone call into an office visit during which the original issue or
question is discussed in terms of PFP services.
• sending a PFP brochure along with clients’ completed tax returns.
• educating partners and staff about the firm’s PFP services and encouraging them to
review their client lists for good prospects for PFP services.
• developing client questionnaires and tax return checklists to generate PFP engagements.
Surveys indicate that the public wants a trusted financial adviser. In promoting your PFP
services, emphasize that you, as a CPA, bring objectivity and integrity to the process.

Client Questionnaires
Some CPAs identify their clients’ PFP needs by having their tax clients fill out special tax and
financial planning questionnaires. Completing the questionnaires also helps clients realize
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they have personal financial concerns, and their CPA may be able to assist them in resolving
those concerns. Many CPAs have found that well-designed questionnaires are good marketing tools for their PFP services.
Some CPAs send the questionnaires to their clients with tax organizers at the end of
the year. The clients are asked to fill them out and bring them to their tax interview. The
questionnaires are discussed during the interview, and the CPAs keep a file on those clients
wanting follow-up assistance.
In contrast, some CPAs send the PFP questionnaires to their clients in a separate mailing.
The cover letter explains that the information will help the CPA understand the client’s
need for financial services and permit the updating of the client’s file before completing the
client’s tax return. These CPAs have a good response rate when they enclose a postage-paid
envelope for returning the questionnaire.
Appendix Q is a compilation of questions appearing on several CPAs’ questionnaires.
CPAs can use the list as a starting point from which to develop a questionnaire suitable for
their clients. Questionnaires that are limited to 15–20 questions elicit more client responses.

PFP Needs Checklist
A checklist can provide a structure to the process of reviewing client files to identify PFP
prospects. Appendix C is a checklist developed for reviewing clients’ tax returns for indications that the clients need PFP services.The formal review process identifies client needs that
are not immediately apparent. If the review is performed before or during tax season, the
CPA can discuss the need for PFP services during the client’s tax interview. In larger firms,
an advantage of the checklist is that lower-level staff can perform the review. The checklist
also helps train PFP staff. By using the checklist, the staff learns to identify PFP issues when
reviewing clients’ tax information.

CPA, PFP and Personal Financial Specialist
Marketing Tool Kits
The AICPA has developed CPA, CPA financial planner, and personal financial specialist
(PFS) Marketing/Media Toolkits. The tools offered are intended to help members promote
their practices and services and include a host of resources and information to assist you in
your marketing and communications efforts. These tools can be used to attract new clients
and improve relations with existing clients; offer a public service to those in need of financial
assistance or information; educate the business community and general public about CPA
services; and increase visibility by giving the presentations to business, consumer, and community groups.
The CPA Marketing Toolkit includes
• Tax Practitioner’s Toolkit.
• print advertisements.
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•
•
•
•
•
•
•

client brochures.
CPA posters.
speeches and PowerPoint presentations.
CPA and AICPA member logo and usage guidelines.
social media marketing.
online marketing guidance.
customer service and successful selling tips.

CPA Financial Planner and CPA/PFS Marketing/Media Toolkits are also available exclusively to PFP members and PFS credential holders, respectively. These kits include
•
•
•
•
•
•
•
•
•
•
•
•

how-to guide for marketing resources.
logos.
positioning statements.
client brochures.
advertisements.
speeches.
presentation slides.
online pay-per-click ads (Google AdWords).
Twitter tweets.
press release templates and user guides.
tips and tricks for media relations.
sound bites.

The tools offered in the CPA Financial Planner Marketing/Media Toolkit are intended
to help PFP Section members promote their PFP practices and services, including a variety
of resources and information to assist you in your marketing and communications efforts.
The CPA/PFS Marketing/Media Toolkit is part of the AICPA’s commitment to help PFS
credential holders build awareness for their PFS credential and market their financial planning services more effectively. Inside, credential holders will find information geared specifically for publicizing their PFS credential.These tools will help answer the question,What is a
PFS? and articulate the benefits that clients will gain as a result of working with a CPA/PFS.

Referral Sources
Many clients come from referrals, either from existing clients or third parties with whom
professional relationships have been established. Potential referral sources include fellow
partners and employees, clients, insurance professionals, investment professionals, attorneys,
bankers, actuaries, and valuation specialists. One way to cultivate these potential sources of
new clients includes continued professional contact reinforced with newsletters and other
correspondence. This helps associate your name with PFP. Invite these professionals to work
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with you as one of the other advisers in developing or implementing PFP recommendations;
let them see you in action.
An exclusive benefit for PFS credential holders is being listed in the PFS referral database.
Consumers can search for PFS credential holders based upon a number of various criteria.
A CPA is added to the PFS referral database after demonstrating experience in PFP services
and meeting other credential requirements established by the AICPA. Every three years, all
CPA/PFS holders must meet recertification requirements to maintain their right to use the
credential.
The inclusion of a member’s name in the PFS referral database indicates only that the
member has satisfied the CPA/PFS credential and recertification requirements. The AICPA
neither endorses the member’s services nor suggests that the member is holding out to the
public as providing financial planning or advisory services.
Action Tip
When cultivating other financial services professionals as referral sources, make
sure you let them know that you will work with them and not duplicate or
supersede their efforts. Also point out that they will receive the benefits of
enhanced credibility and professionalism in their clients’ eyes and that you may
be able to generate additional services for them.
Providing quality professional services on a timely basis is critical to getting referrals.
Whereas some CPAs will wait for the referral source to volunteer the name of a potential
client, others will approach the referral source directly. The method used when generating
referrals is something each CPA has to develop personally.
Action Tip
If a new client is satisfied with the PFP services provided, the client should
become part of the referral network. Because the first six months to one year
usually bring the most accolades from new PFP clients (after which good
service is generally taken for granted), ask clients for referrals during that time
period. Ask the client who else he or she knows who would benefit from
the planning process. Tell the client that you know the potential client would
appreciate it if you would recommend him or her to you and that you would
also appreciate it. The reason most clients do not refer new clients is because
they never think of it.
After receiving the name of a potential client from a referral source, the CPA should
establish whether the potential client is a viable lead for financial planning services before
allocating marketing time. When doing this, ask the following three questions:
1. Does the individual need PFP services? If the answer is “No,” determine if other accounting services could be provided.
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2. Does the client meet the criteria you have set for the ideal client (for example, someone
who sees the financial planning process as important)? If the answer is “No,” determine,
based on your due diligence, if you want the individual as a client.
3. Can the individual afford the desired services? If the answer is “No,” take a realistic look
at the potential client’s finances and determine whether there is a proper CPA-client
match.
Once a potential client is identified, the CPA should follow up personally, preferably in
a face-to-face meeting. Although this is considered the best initial contact, the telephone,
which is the next best method, is most common.
If the follow-up must be by mail, care should be exercised when deciding what to send.
Do not send a form letter because it may be perceived as indicating a lack of interest in a potential client, leaving a negative impression. Instead, a personal note that conveys the interest
and importance of the prospective client would be better. Also, consider including a marketing brochure (if available) and, maybe, a short article that pertains to that person’s business or
something else that could be of interest. It’s another way to maintain personal contact, which
is really a way of saying, “I’m here if you need me.”

Website
Create public awareness of your business in a positive way by developing a website.You can
use traditional marketing activities in combination with other techniques rooted in technology. You can use your website to present information about the PFP services provided by
your firm and to provide information on tax updates, additions of new personnel, copies of
your newsletter, and so on.
Include your business website address on your letterhead, business cards, and other marketing materials.This will let clients know about your website and may encourage them to visit
it. Be sure your business letterhead, business cards, and marketing materials complement your
website and that they all work together to create your business identity. Including your logo
(if applicable) on all materials and within your website can build name recognition. Having
a website can add another level of marketing for computer-savvy clients and prospective
clients.

Brochures
Brochures are a good way to communicate with your clients. They should reflect your style,
philosophies, and values and describe the value you can bring to a client’s financial plan.
Brochures carry a message and should make a good first impression. The brochure should
tell the client what issues financial planning might address, such as how PFP can help plan
for retirement; reduce insurance costs; and save time, taxes, and costs through estate planning.
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Brochures should be attractive, direct, and clear presentations. Brochures can be handed
out or mailed to existing and potential clients or displayed prominently on a desk or in other
areas frequented by clients and other office visitors. They can also be inserted in giveaway
materials used at seminars or other meetings.

Seminars
Seminars are an excellent way for CPAs to communicate the benefits of PFP services to selected clients and prospective client groups; however, the development and preparation time
for the first seminar can be extensive. That cost is more manageable if split among several
seminars, and it can also be reduced by using a published seminar script.
When planning a seminar, the CPA should carefully select the date, place, and time of day,
making sure the seminar date does not conflict with an event, that could reduce attendance,
such as a local community affair or religious holiday. When selecting the time, the CPA
should consider the characteristics of the intended audience, such as age or work schedule. In
addition, the location should be central; attractive; and have good access, including parking.
The CPA’s expertise will help determine the theme of the seminar; a catchy title helps
arouse interest. Publicity, including mailings, should start early and include written invitations with reservation cards. Spouses should also be invited; they often act as a catalyst to
produce action. One week or so before the seminar, a secretary can confirm the reservations
by phone and check with anybody who did not respond.
A successful seminar includes information that is beneficial to the participants. Individuals
are giving you one hour of their time that they will never get back, so they should come
away from the session knowing their time has resulted in value received. Participants should
learn more about the CPA, the PFP services offered, and the potential benefit of those
services to them. Distributing material to participants, such as the seminar outline and supporting schedules, makes a favorable impression and reinforces the idea that the seminar is a
learning experience.
A seminar is successful only if the participants are motivated to act. A quiz at the end of
the session is a useful technique for motivating clients to act. The questions should establish
a need in the mind of the participants, such as the following:
•
•
•
•

Is your investment strategy appropriate for your financial goals?
Considering your resources, have you established financial goals that are realistic?
Do you think you may outlive your assets?
Are you using the best techniques to minimize income and estate taxes?
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Action Tip
Have the participants answer the questions. A card requesting an appointment
should be included with the distributed seminar material. Request that the
participants fill out the card for an appointment. A few days after the seminar,
participants who requested an appointment should be called.These procedures
can result in many of the seminar participants becoming PFP clients.

Speaking and Writing Opportunities
CPAs should seek out opportunities to write articles or give speeches on PFP topics. These
opportunities help establish the CPA’s expertise and familiarize the audience with the CPA’s
name and capabilities.
One of the benefits of holding the PFS credential is exposure to various media-related
opportunities, including writing, speaking, and participating in online forums. PFS credential holders write articles in the AICPA Wealth Management Insider, answer questions on 360
Degrees of Financial Literacy’s “Ask the Money Doctor,” and speak to various media outlets
about hot topics in PFP.
Action Tip
The CPA seeking speaking and writing opportunities should try to reach
prospective clients and referral sources. Other professional groups outside the
financial community (for example, local medical and dental societies) are ideal
targets. Many successful practitioners will cosponsor a seminar with another
financial services professional to promote the team concept of financial
planning.
Although it is important to establish professional expertise by writing and
speaking within the profession, these efforts should not be considered part of
the PFP marketing program. However, article reprints may be strategically
placed in waiting areas or mailed to appropriate clients and other referral
sources when the content of the article is appropriate.

Mailing Lists
Many CPAs maintain a mailing list of clients, potential clients, and other interested parties
who receive newsletters, seminar announcements, and other mailings of interest. The single
mailing list concept probably does not work well for the CPA who is expanding marketing
efforts. Affluent people and business and professional people are often inundated with mail.
If the material is not pertinent, it may be disposed of without being read.
In a well-developed marketing plan, there should probably be at least three different mailing lists:
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• A list of current clients. Send clients everything: client bulletins, technical updates on
tax laws and proposed legislation, seminar notices, announcements of new personnel,
and so on.
• A list of potential clients. Send potential clients newsletters and information about
seminars. A phone call following the mailing of the newsletter or attendance at a
seminar presents the opportunity to answer questions and showcase PFP services offered. The next step is the face-to-face meeting.
• A list of third-party referral sources broken down by categories (for example, bankers, lawyers,
and so on). Send referral sources material related to their respective fields of interest,
which could include the newsletter and seminar invitations, plus information about
the scope of the CPA’s PFP practice and the services offered.

Newsletters
Many CPAs use PFP articles in their newsletters to inform their clients, potential clients, and
other interested parties about what the CPA is doing both professionally and in the community and about the various PFP services provided. Personalized newsletters may communicate more effectively; however, the time and energy necessary to produce a quality product
may not be cost effective. This may lead practitioners to selecting a purchased or “canned”
newsletter. Forefield Advisor, a Web-based business development and client communication
tool available free to PFP members and PFS credential holders ($399 annual value), can save
practitioners a significant amount of time in the creation of a newsletter. Learn more at
www.aicpa.org/PFP/Forefield.

Advertising
Many CPAs believe advertising is an effective method of promoting their PFP services. Paid
advertising can be placed in the Yellow Pages, newspapers, and local TV and radio. The tone
of the advertisement is important because it reflects on the CPA placing the ad. A CPA who
does advertise should determine whether state securities regulations apply to CPAs holding
themselves out to the public as providing PFP services. If they do, the CPA may need to
register as an investment adviser.

Join Organizations
Many CPAs effectively promote their PFP practice through active membership in organizations and associations. This presents the CPA with the opportunity to create a positive
public image through participation in membership activities, writing for the organizations’
publications, or making presentations to the membership. By becoming known as an active
member of the organization, the message that the CPA provides PFP services is delivered to
potential clients.
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Electronic and Print Media
Although more difficult to implement, many CPAs consider TV or radio appearances an
important adjunct of their marketing plan. A radio appearance conveys the message to the
listening public that the station respects the CPA’s views, in addition to bringing the CPA’s
name before the public. TV appearances convey the same message, possibly with more impact, but are generally more difficult to obtain. Media appearances are more effective than
paid advertisements because the guest appearance is not self-serving.
Appearing in general circulation print media, whether through interviews, signed articles,
or special interest stories, lends credence to the CPA financial planner. Approaching the local
business or financial page editors and reporters with prepared statements, story ideas, or comments on new developments relating to PFP serves to establish the CPA as a knowledgeable
and reliable source of information. By developing this working relationship, the CPA’s name
will eventually begin to attract attention as a provider of PFP services in the community.
Note that the AICPA PFP Division has a media task force that endeavors to raise the
brand awareness of CPA financial planners and the PFS credential. If you are a PFS credential holder who would like to be more active in the media, complete the application for an
AICPA PFS media spokesperson and e-mail it to financialplanning@aicpa.org.

AICPA Marketing Aids
As previously noted, the AICPA has various public relations and marketing aids available for
PFP members and PFS credential holders. For more information, see the PFP and PFS Marketing/Media toolkits.

Conclusion
Although many CPAs are uncomfortable in an aggressive marketing environment, they have
been thrust into the marketing arena. As a result, their future success and profitability depends
on getting involved with marketing. Although competition is keen, CPAs can compete in
the marketplace honestly, cost effectively, and aggressively. CPAs who commit themselves to
the concepts of financial planning and the strategies that spell success in the marketplace will
be able to profitably serve the PFP market.
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IRS Releases New Guidance on
Internal Revenue Code Section
7216 Regulations
On December 29 and 30, 2009, the IRS released new guidance designed to clarify a number of questions about the regulations under Internal Revenue Code (IRC) Section 7216
involving the disclosure or use of tax return information by tax return preparers. Over the
last several years, the AICPA has been focused on educating Congressional and Administration officials regarding the difficulties that certain interpretations of IRC Section 7216 and
the regulations thereunder have on the traditional office practices and procedures of CPAs.
In response to the input of the AICPA and other stakeholders, the new guidance released by
the IRS includes revised regulations and Revenue Rulings 2010-4 and 2010-5.
The final and temporary regulations (TD 9478) released under IRC Section 7216 on
December 29, 2009, generally address (a) lists of tax return information used for solicitation
of tax return business, (b) the disclosure or use of statistical compilations of (tax return information) data by a tax return preparer in support of his or her practice, and (c) the disclosure
or use of information for purposes of conflict reviews. Revenue Ruling 2010-4 generally
addresses (a) contacts with clients by tax return preparers about changes in the tax law or tax
regulations and (b) the use by a tax return preparer of a third-party service provider involving
the creation, publication, and distribution of newsletters, bulletins, or similar communications to taxpayers. In general, Revenue Ruling 2010-5 focuses on circumstances when a tax
return preparer discloses tax return information to a professional liability insurance carrier.
A summary of some of the major issues addressed by the new IRS guidance regarding
IRC Section 7216 follows. In addition, we also provide general guidance involving IRC
Section 7216 regulations on how a preparer may handle a client request to send a tax return
to a third party, such as a local bank or lender.
In providing this guidance to members, we strongly point out that it is a best practice that
CPA firms use engagement letters for all professional services provided to clients. Moreover,
all CPA firms should carefully consider how the IRC Section 7216 requirements can be
best incorporated into the firm’s planning process for engagement letters, with the understanding that business entity clients and individual clients are treated differently for purposes
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of the written consent rules of the IRC Section 7216 regulations and Revenue Procedure
2008-35.
AICPA members who are engaged in tax return preparation and tax planning services
need to become familiar with (a) Treasury Regulation Section 301.7216 and Revenue Procedure 2008-35, the authoritative guidance that became effective on January 1, 2009, and (b)
the new IRC Section 7216 guidance that was released in December 2009. Each tax return
preparer is urged to read all the guidance very closely in order to adhere to the requirements
imposed by IRC Section 7216 and the regulations thereunder for his or her particular firm.
This appendix information is provided as a member service but does not in any way replace
the need for each CPA to review the original source documents.

Issue One: The Types of Professional
Services Considered Legal or Accounting
Services Under Treasury Regulation Section
301.7216-2(h)(1)(i)
Revenue Ruling 2010-4 clarifies the types of professional services that qualify as other legal or accounting services under Treasury Regulation Section 301.7216-2(h)(1)(i)—services
that would not generally require the tax return preparer to obtain the written consent of
the client.
Treasury Regulation Section 301.7216-2(h)(1)(i) permits a tax return preparer who is
lawfully engaged in the practice of law or accountancy to use tax return information for
the purpose of providing other legal or accounting services to the taxpayer, consistent with
applicable legal and ethical responsibilities. The revenue ruling defines other legal or accounting
services to include advice involving changes in the tax law and regulations that might affect a
tax return being prepared or future income tax return filing obligations.
Moreover, Revenue Ruling 2010-4 addresses changes in the tax law that might cause a
taxpayer to consider filing an amended return. The ruling states that Treasury Regulation
Section 301.7216-1(b)(1) includes amended returns in the definition of a tax return. Accordingly, the ruling states that a tax return preparer’s use of client tax return information to
identify affected taxpayers, inform them about the change in the law, and advise them about
the option of filing an amended return is permitted under IRC Section 7216, resulting in
the preparer not needing to obtain a client’s written consent prior to informing that client
about the particular change in the tax law.
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Issue Two: The Tax Return Preparer’s
Distribution of Newsletters and Other
Forms of Communications
Treasury Regulation Section 301.7216-2T(n) permits a tax return preparer to compile and
maintain a separate list containing solely the names, addresses, e-mail addresses, and phone
numbers of clients for whom the preparer has prepared a tax return. In amending this regulation section, TD 9478 creates a new Section 301.7216-2T(n)(1) and clarifies how a tax
return preparer may use lists of tax return information for solicitation of tax return business.
First, this section permits the tax return preparer to use the list to send a newsletter to clients
containing tax information and general business or economic information or analysis for
educational purposes. Second, the regulation section explicitly states that the list may not be
used to “solicit any service or product other than tax return preparation services.”
Example 2 of Treasury Regulation Section 301.7216-2T(n)(2) states that a newsletter may
be used to announce the hiring of a new employee, including a list of the employee’s qualifications and employment responsibilities, provided the information contained therein does
not contain solicitations for nontax return preparation services.This example also points out
that a preparer is permitted to deliver the newsletter by e-mail or U.S. mail without taxpayer
consent. However, a tax return preparer who produces a newsletter containing both tax
information and information about nontax services or products would need to obtain the
written consent of his or her clients before distributing such newsletters.
Revenue Ruling 2010-4 generally permits a tax return preparer to utilize a U.S.-based
third-party service provider under contract with the tax return preparer to distribute permissible communications under Treasury Regulation Section 301.7216-2(n), enabling the
tax return preparer to disclose the names and mailing or e-mail addresses of clients to the
third-party service provider without the need to obtain the written consent of clients. The
ruling requires the tax return preparer to have procedures in place that are consistent with
good business practices and designed to maintain the confidentiality of the disclosed tax
return information and for the third-party service provider to have sufficient data confidentiality procedures in place, as well. Moreover, under the ruling, the U.S.-based third-party
service provider may be used by the preparer for the purpose of creating, publishing, or
distributing newsletters or similar bulletins or communications containing tax information
and general business or economic information and analysis for education purposes. The ruling further states that such newsletters may include articles on tax law developments, filing
requirements, tax compliance, and solicitations for additional tax return preparation services.
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Issue Three: Tax Return Preparer’s Contacts
With Professional Liability Insurance Carrier
Revenue Ruling 2010-5 addresses disclosures of tax return information by a tax return
preparer to a professional liability insurance carrier. The ruling generally treats a professional liability insurance carrier as a tax return preparer; therefore, under the permissible
(preparer-to-preparer) disclosure exception of Treasury Regulation Section 301.7216-2(d)
(1), a preparer may generally disclose to the insurance carrier tax return information considered necessary for obtaining and maintaining the insurance policy (including price quotes)
without the preparer first obtaining written consent from his or her clients. Similarly, the ruling permits a preparer to provide the insurance carrier with tax return information relevant
to a potential or an actual malpractice claim without the need to obtain the written consent
of the client. The ruling also permits a preparer to generally disclose tax return information
to an attorney selected by the insurance carrier or an attorney unrelated to the carrier, including for the purpose of evaluating the claim or potential claim, without seeking written
consent from the client.

Issue Four: Disclosure or Use of Tax Return
Information for Quality, Peer, or Conflict
Reviews
TD 9478 amends Treasury Regulation Section 301.7216-2(p) to clarify that tax return preparers may use or disclose tax return information to the extent necessary to accomplish a
conflict review undertaken to comply with the requirements established by any federal; state;
or local law, agency, board, or professional association ethics committee or board to identify,
evaluate, and monitor actual or potential legal or ethical conflicts of interest. According to
the regulations, a conflict review is a review undertaken to identify, evaluate, and monitor actual
or potential legal and ethical conflicts of interest that may arise when a tax return preparer
is (a) employed, or a practice is acquired, by another tax return preparer or (b) considering
engaging a new client. Thus, for purposes of this regulation section, the tax return preparer
would generally not need to obtain the written consent of the client when disclosing the
pertinent tax return information involved with the conflict of interest review.

Issue Five: A Client Asks the Preparer to
Send a Tax Return to a Third Party
A very common occurrence in a CPA’s practice is for a client to request that the CPA send
the client’s personal tax return to a third party, such as a bank or lender. Many CPAs have
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raised a question regarding whether they need to obtain the client’s written consent (under
Treasury Regulation Section 301.7216-3) prior to sending the tax return to the third party.
One approach is to obtain the written consent of the taxpayer, in accordance with Treasury Regulation Section 301.7216-3, before sending the tax return to the third party.
Another best practice for legal and regulatory reasons is for the tax return preparer to
transmit the tax returns to the client, and then, the client would transmit the tax returns to
the bank, thereby avoiding the scope of the IRC Section 7216 regulations altogether.
A third approach is to consider the client’s request of sending the tax return to the third
party under Treasury Regulation Section 301.7216-2(h)(1)(i); thus, the client’s request would
not trigger a need for the tax return preparer to obtain written consent from the client prior
to disclosure to the bank. This section states (in part) that “[i]n the normal course of rendering the legal or accounting services to the taxpayer, the attorney or accountant may make
the tax return information available to third parties, including stockholders, management,
suppliers, or lenders, consistent with the applicable legal and ethical responsibilities, unless
the taxpayer directs otherwise.” Finally, a best practice suggestion would be to document the
client’s request in the file.
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New Internal Revenue Code
Section 7216 Regulations
Become Effective—Sample
Consent Forms
On January 1, 2009, new IRS regulations under Internal Revenue Code (IRC) Section
7216 became effective. Treasury Regulation Section 301.7216 represents a modification of
previous regulations that had remained largely unchanged for 30 years. The newly revised
regulations attempt to address modern return preparation practices, including electronic filing and the cross-marketing of financial and commercial products and services by tax return
preparers.
Absent a specific exception,Treasury Regulation Section 301.7216 generally prohibits the
disclosure or use of tax return information without the client’s explicit, written consent. In
general, a disclosure of tax return information involves a disclosure by the preparer of a client’s return information to a third party. A use of tax return information generally involves
the use of the return information by the preparer potentially for the purposes of offering
nontax services to the taxpayer.
Under IRC Section 7216, a tax return preparer is subject to a criminal penalty for knowingly or recklessly disclosing or using tax return information. Each violation of IRC Section
7216 could result in a fine of up to $1,000 or one year imprisonment, or both. IRC Section
6713, the companion civil penalty, imposes a $250 penalty on a preparer for each prohibited
disclosure or use of the return information.
AICPA members who are engaged in tax return preparation and tax planning services
need to become familiar with Treasury Regulation Section 301.7216 and Revenue Procedure 2008-35, the authoritative guidance with respect to a preparer’s disclosure or use of tax
return information. Treasury Regulation Section 301.7216 was released in January 2008; is
found at www.irs.gov/irb/2008-05_IRB/ar07.html; and, as previously stated, is effective on
January 1, 2009. Revenue Procedure 2008-35 is found at www.irs.gov/irb/2008-29_IRB/
ar13.html.
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Treasury Regulation Section 301.7216-3(b)(4), as released in January 2008, specifically
states that a tax return preparer located in the United States may disclose (with the written
consent of the taxpayer) tax return information to a tax return preparer in a foreign country;
however, in making the disclosure of such return information, the U.S.-based preparer generally may not disclose the Social Security number (SSN) of the client to the foreign-based
preparer (that is, the U.S.-based preparer is generally required to redact or otherwise mask
the SSN before the return information can be disclosed overseas).
Based on certain technical concerns raised by the AICPA, the IRS issued temporary
and proposed regulations on July 1, 2008 (including an accompanying revenue procedure)
that modified Treasury Regulation Section 301.7216-3(b)(4). This modification that was
made final on December 16, 2008, allows disclosure of a taxpayer’s SSN by a U.S. preparer
to a non-U.S. preparer with taxpayer consent if certain security procedures are in effect.
The December (final) regulation modification can be found at: http://edocket.access.gpo.
gov/2008/pdf/E8-29770.pdf.
The IRS has also released general guidance on the disclosure or use of tax return information, as follows:
a.

b.
c.

“Section 7216 Updated Rules for Tax Preparers (Updated
12/18/2008)” at www.irs.gov/efile/article/0,,id=188390,00.
html
“Section 7216 Frequently Asked Questions” at www.irs.gov/
efile/article/0,,id=188398,00.html
“Aids to Preparing §7216 Consent Forms” at www.irs.gov/
efile/article/0,,id=201520,00.html

Within appropriate limits and safeguards, the final IRC Section 7216 regulations confirm
that the taxpayer continues to maintain the ability and right to direct a preparer to disclose
tax return information as the taxpayer sees fit. For the Form 1040 series (that is, Forms 1040,
1040NR, 1040A, and 1040EZ),Treasury Regulation Section 301.7216-3 and Revenue Procedure 2008-35 provide detailed guidance regarding the content of the written consent
form involving individual taxpayers. This consent form is a separate document from the
traditional engagement letter sent to individual clients each year. In general, for the Form
1040 series, a preparer cannot provide a taxpayer with the same consent form to authorize
both uses and disclosures of tax return information. However, one consent form may be used
to cover what may be considered multiple uses of return information, and another consent
form may be used to cover multiple disclosures of return information. In contrast, the preparer may cover the uses or disclosures of a business entity’s tax return information as part of
the engagement letter sent to the business.
The AICPA has received several examples of consent forms from CPA members that involve the Form 1040 series (that is, focusing on individual clients) consent forms that these
members have used for purposes of complying with the new IRC Section 7216 regulations
and Revenue Procedure 2008-35. In providing these consent forms, we must stress that they
are merely examples and should not be viewed as templates or authoritative.
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In all likelihood, the appropriate consent forms for one accounting firm may not necessarily be suitable for another firm. Each tax preparer is urged to read Treasury Regulation
Section 301.7216 and Revenue Procedure 2008-35 very closely in order to draft the appropriate consent forms necessary to meet the unique facts and circumstances of his or her
particular firm’s needs. Moreover, the provided consent forms reflect the personal views of
the CPAs who developed the forms; thus, such forms do not represent a position of the
AICPA or the AICPA Tax Section.
Four examples of consent forms are provided as follows:
1. “Consent to Disclosure of Tax Return Information” (general). This is a general consent
to disclose tax return information that can be used for disclosure of the return information to (among others) your client’s banker or mortgage broker (see consent A).
2. “Consent to Disclosure of Tax Return Information” (specific). This consent form involves the disclosure of tax return information to a specific financial planning or investment firm (see consent B).
3. “Consent to Disclosure of Tax Return Information” (foreign). This consent form permits a U.S. preparer to disclose tax return information (including the taxpayer’s SSN, as
long as adequate data protection safeguards are in place) to a foreign-based preparer (see
consent C).
4. “Consent to Use of Tax Return Information.” This consent form covers the use of the
tax return information by the preparer to disseminate firm newsletters, press releases,
Webcasts, and hiring announcements to individual clients. This consent form should be
used when the preparer plans on using an individual client’s tax return information for
nontax purposes (see consent D).

67

Developing and Managing a PFP Practice

Consent A
Consent to Disclosure of Tax Return Information
Federal law requires this consent form be provided to you. Unless authorized by law, we cannot disclose, without your consent, your tax return information to third parties for purposes
other than the preparation and filing of your tax return. If you consent to the disclosure of
your tax return information, federal law may not protect your tax return information from
further use or distribution.
You are not required to complete this form. If we obtain your signature on this form by
conditioning our services on your consent, your consent will not be valid. If you agree to
the disclosure of your tax return information, your consent is valid for the amount of time
that you specify. If you do not specify the duration of your consent, your consent is valid for
one year.
Please complete: [To be completed by the taxpayer.]
•

•

•

Purpose for forwarding information: _______________________
____________________________________________________
____________________________________________________
Name and address to whom the information is being disclosed to:
____________________________________________________
____________________________________________________
____________________________________________________
____________________________________________________
Duration of consent: ____________________________________

I, ______________________________________, authorize [name of accounting firm or preparer] to disclose to ________________________________ my tax return information for
200__.
Signature: __________________________________________ Date: _______________
If you believe your tax return information has been disclosed or used improperly in a manner unauthorized by law without your permission, you may contact the Treasury Inspector General for Tax Administration by telephone at 1-800-366-4484 or by e-mail at complaints@tigta.treas.gov.
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Consent B
Consent to Disclosure of Tax Return Information
Federal law requires this consent form be provided to you. Unless authorized by law, we
cannot disclose, without your consent, your tax return information for purposes other than
the preparation and filing of your tax return.
You are not required to complete this form. If we obtain your signature on this form by
conditioning our services on your consent, your consent will not be valid. Your consent is
valid for the amount of time that you specify. If you do not specify the duration of your
consent, your consent is valid for one year.
The purpose of this consent is to allow us to disclose your tax return information to [name
of financial services firm] to assist in advising you on retirement plans, such as an IRA, a simplified employee pension plan, or a Roth IRA; purchase or sale of investments; managed funds
accounts; and otherwise advising you on your financial investments.
___________________ is a registered investment advisor agent, and [his or her] license
is held at [name of financial services firm]. By signing this consent, you also acknowledge that
if you make an investment with [name of financial services firm] [name of registered investment
adviser] will receive a part of any management fees or commissions paid on investments you
make as a result.
We are not allowed by federal law to use your tax information for any purpose other than
to prepare your tax return, unless you permit us by signing this statement.
If you approve use of your tax return information by [name of accounting firm or preparer] for
a term of one year, please sign below.
Signature: _________________________________________________
Print Name: ___________________________ Date: _______________
If you believe your tax return information has been disclosed or used improperly in a
manner unauthorized by law or without your permission, you may contact the Treasury
Inspector General for Tax Administration by telephone at 1-800-366-4484 or by e-mail at
complaints@tigta.treas.gov.
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Consent C
Consent to Disclosure of Tax Return Information
Federal law requires this consent form be provided to you. Unless authorized by law, we cannot disclose, without your consent, your tax return information to third parties for purposes
other than the preparation and filing of your tax return and, in certain limited circumstances,
for purposes involving tax return preparation. If you consent to the disclosure of your tax
return information, federal law may not protect your tax return information from further
use or distribution.
You are not required to complete this form. Because our ability to disclose your tax return
information to another tax return preparer affects the service we provide to you and its cost,
we may decline to provide you with service or change the terms of service we provide to
you if you do not sign this form. If you agree to the disclosure of your tax return information, your consent is valid for the amount of time you specify. If you do not specify the duration of your consent, your consent is valid for one year.
This consent to disclose may result in your tax return information being disclosed to a
tax return preparer located outside the United States, including your personally identifiable
information, such as your Social Security number (SSN). Both the tax return preparer in the
United States who will disclose your SSN and the tax return preparer located outside the
United States who will receive your SSN maintain an adequate data protection safeguard (as
required by the regulations under IRC Section 7216) to protect privacy and prevent unauthorized access of tax return information. If you consent to the disclosure of your tax return
information, federal agencies may not be able to enforce U.S. laws that protect the privacy of
your tax return information against a tax return preparer located outside the United States
to which the information is disclosed.
ABC [U.S.-based firm] may disclose your tax return information, including your SSN, to
the entities subsequently listed for purposes of providing tax return preparation services.The
information disclosed may include information furnished to ABC for, or in connection with,
the preparation of your tax return(s); information derived or generated by ABC from the
information furnished; or tax return information associated with prior years’ returns in the
possession of ABC. The information disclosed may also include all information contained
within your tax return(s); if you wish to request a more limited disclosure of your tax return
information, you must inform ABC.
If you (and your spouse) agree to allow ABC to disclose your tax return information to
the entities subsequently listed, please sign and date your consent to the disclosure of your
tax return information.
I (We) authorize ABC to disclose to XYZ [foreign-based firm] my (our) tax return information, including my (our) SSN(s) to allow XYZ to assist ABC in providing me (us) with tax
return preparation services.
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Name: _________________________
Signature: _______________________
Date: ___________________________

Name: ______________________________
Signature: ___________________________
Date: _______________________________

If you believe your tax return information has been disclosed or used improperly in a
manner unauthorized by law or without your permission, you may contact the Treasury
Inspector General for Tax Administration by telephone at 1-800-366-4484 or by e-mail at
complaints@tigta.treas.gov.
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Consent D
Consent to Disclosure of Tax Return Information
Federal law requires this consent form be provided to you. Unless authorized by law, we
cannot use, without your consent, your tax return information for purposes other than the
preparation and filing of your tax return.
You are not required to complete this form. If we obtain your signature on this form by
conditioning our service on your consent, your consent will not be valid. Your consent is
valid for the amount of time that you specify. If you do not specify the duration of your
consent, your consent is valid for one year.
Taxpayer hereby consents to the use by [name of accounting firm or preparer] of any and all
tax return information contained in the taxpayer’s federal income tax returns (Forms 1040,
1040NR, 1040A, 1040EZ, and so on and supporting schedules) for the purpose of mailing,
including electronic transmission, to the taxpayer information pertaining to
•
•
•
•
•

newsletters of accounting firm or preparer.
newsletters of affiliated financial planning firm to the accounting firm or preparer.
press releases and published articles of accounting firm or preparer.
upcoming seminars, Webinars, and Webcasts.
accounting firm or preparer promotion or hire announcements.

The tax information may not be disclosed or used by [name of accounting firm or preparer] for
any purpose other than that permitted by this consent document.
This consent will be valid for a period of three years beginning on January 1, 2009, and
will expire on December 31, 2011.
Alternative expiration date requested if not December 31,2011:______________________.
Signed this ____ day of ____________________, 200___.
Name (please print) ______________________________
Signature ______________________________________
If you believe your tax return information has been disclosed or used improperly in a
manner unauthorized by law or without your permission, you may contact the Treasury
Inspector General for Tax Administration by telephone at 1-800-366-4484 or by e-mail at
complaints@tigta.treas.gov.
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Checklist 1: Analysis of a Tax
Return for Personal Financial
Planning
The following checklist was developed by leading CPA financial planners to help you find
personal financial planning opportunities in your tax practice. This checklist will help you
analyze and identify key issues to consider as you prepare, review and discuss your individual tax returns with your clients.
© Lyle Benson, CPA/PFS of L.K. Benson & Co.
Done

Dependents and Filing Status

Notes

Does the client have children?
Understand any education planning opportunities.
Discuss gifting opportunities with the client.
Consider income shifting to take advantage of the children’s low tax rate.
Have gift tax returns been filed?
Do the number and ages of dependents indicate that income continuation needs are likely to be high?
Does the client have elderly parents whom they care for?
Discuss estate planning with the client.
Review the dependency rules to be sure the parents can be claimed.
Discuss the future financial commitment of this care with the client.
Is the client divorced?
Consider filing status and dependency exemptions in divorce situations.
Done

Income

Notes

What is the source of the client’s income?
Understand their sources of income—wages, self-employment, partnership, etc.
Are there any income deferral opportunities available given the client’s
investment income source?
Discuss the benefits of saving through 401(k), 457, 403(b), SEP, or IRA’s.
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Does the client have income from a retirement plan still held with former
employers?
Discuss rollover of funds to an IRA or consolidating IRA’s with the
client.
Does the client have social security income?
Consider whether any of the social security income maximizing strategies might apply.
Is the family income dependent on one wage earner?
Are maximum 401(k) contributions being made?
Done

Schedule B

Notes

What are the sources of the client’s interest income?
If it’s taxable, does it come from bonds, CD’s, savings accounts, etc?
If it’s tax-exempt, understand the state tax impact.
If the source is savings accounts, consider the FDIC limits.
If the source is municipal bonds, consider the safety of the bond.
Does investment income indicate a liquid fund has been established for
emergency needs?
What are the sources of the clients dividend income?
Is it mostly from mutual funds or stocks?
Consider if the client is too highly concentrated in one stock.
Understand the types of stocks or funds generating the dividend income.
Are there alternatives to the investments you see here?
How are assets custodied?
How are the assets titled?
Consider the tax efficiency of the investments.
What would be the impact of a market downturn on these investments?
Does the investment income indicate a concentration of investments?
Has the dividend or interest income dramatically increased or decreased
since last year? If so, why?
Consider the amount of interest income compared to dividend income and
how this represents the underlying portfolio.
Review tax impact of investment income and the impact of potential legislation changes to the tax.
Done

Schedule C

Does the client have Schedule C Income?
Discuss succession planning related to the business with the client.
Consider the use of different types of retirement plans for a self-employed individual.
Determine the income shifting opportunities among family members.
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Discuss range of options to structure the business for risk management—
Compare LLC, Corp, LLP, etc.
Done

Schedule D

Notes

Does the client have capital gains/losses reported on Schedule D?
Does the client have loss carryforwards?
If there is substantial trading activity, discuss with client the fee/expenses
related to this.
Consider the benefits of loss harvesting as a part of ongoing wealth
management.
Is there a coordinated tax plan in the sales?
Done

Retirement Plans/Distributions

Notes

Does the client have any retirement plan distributions?
Were any RMD’s taken, if they are required? (Remember the suspension
of RMD’s in 2009)
Consider NUA election from the 401(k) if the client has substantial
employer stock—should there be distributions?
Discuss with the client their beneficiary elections and make sure they are
all correct.
Consider which retirement accounts the client should be taking distributions from.
Analyze whether a Roth conversion might beneficial for the client.
Understand the client’s cash flow needs to see if they have a sustainable
withdrawal rate.
Determine if the withdrawal rate is sustainable.
Done

Schedule E

Notes

Is there income flowing through from an LLC, S-Corp or partnership?
Consider any valuation issues that could be associated with these activities.
Discuss with the client the IRS’ challenge of family entity discounts.
How do any hedge funds, venture capital, or other alt investments fit
into their overall investment allocation?
Are there rental real estate properties being reported here?
Consider risk management with the client (i.e. consider single member
LLC ownership).
Discuss the ownership of the rental properties with the client.
Discuss the estate planning impacts of the properties with the client.
Consider the passive activity loss rules.
Does insurance expense appear reasonable in relationship to property
characteristics?
Is there income flowing through from a trust?
Understand what assets are being managed in this trust.
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Discuss the trustee selection with the client.
Find out from the client what the purpose of the trust arrangement is.
Are there any potential tax liabilities arising from negative basis?
Done

Itemized Deductions

Does the client have substantial charitable deductions?
Consider having the client make contributions with appreciated securities.
Consider the timing of contributions to decide how to maximize the
benefit.
Discuss CRUT’s, Private Foundations and Charitable Lead Trusts with
the client.
Understand Donor Advised Funds and consider whether these might
apply.
Consider the use of an IRA distribution direct to charity if client is over
701/2 (watch legislation).
Does the client have a significant state tax deduction?
Discuss with client the growing importance of state taxes.
Determine if the client has any residency issues. (multiple residences,
etc).
If the client has multiple state residency discuss the opportunities and
pitfalls with them.
Discuss potential tax liability in other states with the client.
Are there substantial medical expenses being deducted?
If there is a deduction for long term care insurance, discuss this policy
with the client.
Discuss with the client their current health insurance coverage.
Understand the medicare rules and their impact on the client.
Explain to the client the issues related to elder care.
Do the expenses indicate inadequate health insurance coverage or special
needs?
Does the client itemize miscellaneous deductions?
Determine if the investment fees are reasonable or excessive.
What are the other expenses deducted?
Explain to the client the 2% of AGI limit.
Consider planning opportunities to avoid the loss of deductions.
Does the client have interest expense that is being deducted?
Explain the benefits of the mortgage interest deduction to clients.
Consider planning and refinance opportunities related to mortgage
interest.
Be sure that the client is not exceeding the limits on Mortgage Interest.
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Understand the investment interest expense carryover rules and what
qualifies as investment interest expense.
Consider the various types of loans for education.
Done

AMT

Notes

Is the client in AMT or have they been in the past?
Understand why the client owed an AMT liability.
Consider any planning opportunities that can be used to minimize the
AMT impact.
Explain to the client the rules of exercising ISO’s and the planning opportunities available.
If there is a minimum tax credit carryforward identify when it was generated and consider implications.
Is the client potentially losing the AMT credit carryover?
Done

Credits

Notes

Consider the education credit alternatives.
Consider the available energy credits.
Done

Occupation

Notes

Does the occupation indicate special coverage needs? (such as adequate disability insurance for a surgeon).
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Checklist 2: Tax Return Review
for Other Personal Financial
Planning Needs
Used to identify planning opportunities based on your client’s latest tax return.
YES

Cash Flow Planning
1

Does the level of income appear sufficient to provide necessities for family
members plus a suitable amount of savings?

2

Does investment income indicate the client has had past success in accumulating savings and managing cash?

3

Is investment income increasing or decreasing (circle one)? A decline may
indicate a net cash outflow.

4

Is interest expense an acceptable percentage of income?
Enter percentage: ____________%

5

Did the client withdraw savings prematurely or pay an additional tax on an
IRA or a retirement plan distribution? Is the client receiving unemployment
compensation? These situations may indicate the need for cash flow planning
and debt reduction.

Risk Management
6

Do the taxpayers have adequate disability coverage?

7

Is family income dependent on one wage earner?

8

Has the client had an evaluation of life insurance coverage?

9

Are there extraordinary medical expenses?

9A

Do medical expenses indicate inadequate health insurance or special needs?

10

Based on the ages of the taxpayers, should long-term care insurance be considered?

11

If a homeowner, does the client have sufficient property and casualty and liability insurance?

11A

Do casualty and theft losses reported on Schedule A indicate a need for more
comprehensive insurance coverage?

Investment Planning
12

Does investment income indicate investments are too concentrated?

13

Is the achieved rate of return in line with client objectives, based on age, goals,
time horizon, risk tolerance, and investment preference?

13A Does investment income indicate investments are too conservative?
14
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Does the mix of investments appear appropriate, considering the stage of life
and capacity for financial risk?
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15

Has a liquid fund been established for emergency needs?

16

Does the number of capital gain (loss) transactions indicate excessive trading?
Is this contrary to an appropriate investment strategy, given the family income
level and other circumstances?

Education Funding
17

Are there children in the family?

18

Does the client have student loan interest or tuition and fees deductions or
education credits?

19

Do the parent’s or children’s tax returns show that funds for education have
been set aside?

19A

Are the funds adequate, and are they invested in appropriate vehicles (for example, have Internal Revenue Code Section 529 plans been considered)?

20

If there is a family-owned business, and do children of working age receive
wages?

21

If funds have previously been transferred to children, does the client understand the consequences of gifts in trust versus outright gifts?

Retirement Planning
22

Does Form W-2 or Schedule C show the client is covered by a retirement plan
with maximum contributions and deferrals?

22A Can the client make additional “catch-up” contributions based on age?
23

Will the client’s wage level qualify for the maximum Social Security retirement
benefit?

24

Does Form 8606 indicate a prior accumulation of IRA investments?

25

If eligible, based on income and retirement plan coverage, is the client making
deductible IRA contributions?

26

If eligible, based on income limits, is the client contributing to an IRA or a
retirement plan to qualify for the Retirement Savings Contributions Credit?

27

Considering age, accumulated investments, and levels of debt, does the client
appear to be on track toward funding retirement income?

Estate Planning
28

Do investment income, real estate, family trusts, and a family business indicate
the client will have a taxable estate?

29

If there is trust income or a family business, are there any potential inheritances
to include in the client’s projected estate?

30

Are estate assets liquid?

31

Does the income tax return illustrate how assets have been apportioned between spouses?

32

Do asset account titles reveal that revocable trusts have been established?

33

Have any irrevocable trusts been established?

34

Does the client have property in more than one state?

35

Does Schedule A indicate the client is inclined to make substantial charitable
contributions?
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AICPA Member Practice Guide
on Privacy Protection Provisions
of the Gramm-Leach-Bliley
Act and Related Federal Trade
Commission Regulations*
Gramm-Leach-Bliley Act
On November 12, 1999, the Gramm-Leach-Bliley Act (GLBA) was passed by Congress with
an effective date of November 13, 2000, and compliance date of July 1, 2001. The GLBA
requires any financial institution or business that engages in financial activities to provide a
privacy notice to its customers by July 1, 2001, and when a relationship is established. The
GLBA applies to many types of business, including
•
•
•
•
•
•
•
•
•
•

lending and extending credit.
providing financial or investment services.
insuring, guaranteeing, or indemnifying against loss.
underwriting or dealing with securities.
banking or closely-related banking services.
engaging in an activity that a bank holding company may engage in outside of the
United States.
auto dealers that lease or finance.
appraising real estate or other personal property.
leasing real or personal property.
mortgage lenders or brokers.

The GLBA includes the Financial Privacy Rule, the Model Form Rule, the Safeguards
Rule, and provisions that prohibit pretexting.
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In October 2006, President Bush signed a bill that exempted CPAs from the GLBA’s
requirement that CPAs send their clients an annual privacy notice. However, CPAs are still
required to follow the Safeguards Rule. Read Section 609, “Exemption From Disclosure of
Privacy Policy for Accountants,” of the Financial Services Regulatory Relief Act of 2006.

Safeguards Rule
Federal Trade Commission (FTC) regulations (the Safeguards Rule) require a written information security plan that describes your program to protect client information. All programs
must be appropriate to your size and complexity, the nature and scope of activities, and the
sensitivity of the client information at issue.You must
• designate the employee(s) to coordinate the safeguards.
• identify and assess the risks to customer information in each relevant area of your
operation and evaluate the effectiveness of current safeguards for controlling these
risks.
• design a safeguards program and detail the plans to monitor it.
• select appropriate service providers and require them (by contract) to implement the
safeguards.
• evaluate the program and explain adjustments in light of changes to your business
arrangements or the results of security tests.
The FTC regulations require special attention to the following areas that present special
challenges and risks to information security:
• Employee training and management
• Information systems, including network and software design, and information processing, storage, transmission, and retrieval
• Security management, including prevention, detection, and response to attacks, intrusions, or other system failures
CPAs protect confidential client information, and the FTC regulations should not involve
extra procedures, other than identifying an individual to coordinate safeguards, documenting your safeguard plans, and requiring service providers to implement safeguards. Because
of the variety of situations that must be addressed, a model information security plan is not
provided in this practice guide.
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Regulation S-P and the Securities and
Exchange Commission’s Model Privacy
Form
In June 2000, the Securities and Exchange Commission (SEC) and seven other regulatory
agencies (the agencies) adopted Regulation S-P pursuant to the GLBA’s privacy directives.
Regulation S-P requires registered investment advisers, as well as other securities firms, to
provide annual notice to their clients about their privacy policies and to refrain from disclosing personal information about their clients to nonaffiliated third parties, unless they
comply with certain conditions. These conditions include providing their clients with the
opportunity to opt out from certain information disclosures by the adviser. Those advisers,
who were not subject to SEC registration, are subject to similar requirements under privacy
rules issued by the FTC.
Regulation S-P contained an appendix with sample clauses that SEC entities were to use
as a guide in designing their privacy notices. In December 2009, the SEC, along with the
other agencies, published in the Federal Register amendments to the rules implementing certain privacy provisions of the GLBA and adopting a model privacy form. The amendments
remove these sample clauses from Regulation S-P effective January 1, 2012.
To rely on the safe harbor, SEC entities must present the model privacy form in a way
that is clear, conspicuous, and intact, so that a client can retain the content of the model
form.The use of the model privacy form is voluntary. An SEC entity that chooses to use the
model privacy form consistent with the instructions to the form will satisfy the disclosure
requirements for privacy notices under the GLBA and Regulation S-P, thereby obtaining a
safe harbor.
Although only the final model privacy form provides a safe harbor for compliance with
the privacy disclosure provisions under the GLBA and Regulation S-P, SEC entities may
continue to use other types of notices that vary from the model privacy form, including
notices that use the sample clauses, so long as these notices comply with the GLBA and
Regulation S-P.
The SEC provides an online form builder designed to assist advisers in creating their own
privacy notices using the model form.

What Will Be the Effect on Your Practice?
Being subject to these provisions should have little effect on your practice. As a CPA, you are
already bound by your state ethics requirements. Also, AICPA members are bound by Rule
301, Confidential Client Information (AICPA, Professional Standards, ET sec. 301 par. .01), of the
AICPA Code of Professional Conduct that is even more restrictive than the GLBA and FTC
provisions. Subject to certain exceptions, Rule 301 generally prohibits you from disclosing
confidential client information without the specific consent of the client. In addition, subject
to certain exceptions, Internal Revenue Code Section 7216 makes it a misdemeanor for a
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paid income tax return preparer to disclose tax return information other than in connection
with the preparation of the return.

What Sanctions Are Provided?
The GLBA refers to other financial institution legislation to provide penalties for noncompliance. Although significant monetary penalties are possible, the FTC staff view these as
targeted at abusive situations. Nonetheless, all CPAs subject to these provisions will want to
be in compliance.
The GLBA does not provide any new right of private action by clients, but CPAs continue
to have responsibilities under state privacy laws and AICPA professional standards to protect
client confidences.

Special Practice Issues, Business and
Industry Applications, and Additional
Information
Because of the myriad of possible types of businesses and activities, this appendix is not
intended to provide guidance to members in business and industry. For CPAs wishing for
additional information, those having special situations, or members in business and industry,
there is an excellent outline of the FTC regulations on the FTC’s website.You can also find
additional helpful information, including the FTC regulations and frequently asked questions, on the FTC website.

* Notice to Readers—This material is designed to provide educational and reference information with
respect to the subject matter covered. It does not establish standards or preferred practices. It is provided
with the understanding that the author and publisher are not engaged in rendering legal, accounting, or
other professional service. If legal advice or other expert assistance is required, the services of a competent
professional person should be sought. The author and publisher make no representations, warranties, or
guarantees about, and assume no responsibility for, the content or application of the material contained
herein and expressly disclaim all liability for any damages arising out of the use of, reference to, or reliance on such material.
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Investment Adviser Issues
Introduction
In providing personal financial planning (PFP) services, you will undoubtedly be asked by
your clients about investment choices. The type of advice you give and the extent to which
you provide such services will determine whether you must register as an investment adviser
(IA). Once you have made the determination that you must register as an IA, you must then
make the further determination of whether you must register federally with the Securities
Exchange Commission (SEC) or the state agency in the state(s) where you provide investment advisory services (IAS).
Caveat: The following general discussion is intended only to highlight some of the information related to registering as an IA. It is not intended to provide a comprehensive legal
analysis of the issues involved in determining whether you are required to register as an IA
or whether you should register with the SEC or a state agency.These determinations involve
a complicated area of law and a thorough examination of the facts and circumstances surrounding your practice. You are advised to obtain and review the federal or state laws that
may apply to your activities. The advice of legal counsel should also be obtained.
Note: This topic is covered in depth in the comprehensive The CPA’s Guide to Investment
Adviser Registration.
This appendix will cover the following areas:
• IA defined
• The accountant’s exclusion
• Registering an affiliated entity in lieu of an accounting firm

IA Defined
IAs and investment adviser representatives (IARs) are persons who provide advice to others
about investments for a fee and are required by most states to register or become licensed.
The IA firm holds the registration or license, but the IAR is an individual who performs
services on behalf of the registered or licensed IA.
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The Investment Advisers Act of 1940 (the Act) makes it unlawful for a person to act as an
IA unless he or she is registered under the Act or is exempt from registration. Section 202(a)
(11) of the Act defines an IA as
any person who, for compensation, engages in the business of advising others,
either directly or through publications or writings, as to the value of securities or
as to the advisability of investing in, purchasing, or selling securities, or who, for
compensation and as part of a regular business, issues or promulgates analyses or
reports concerning securities; but does not include (A) a bank …; (B) any lawyer,
accountant, engineer, or teacher whose performance of such services is solely
incidental to the practice of his profession; (C) any broker or dealer whose performance of such services is solely incidental …; (D) the publisher of any bona
fide newspaper …; (E) any person whose advice, analyses, or reports relate to
no securities other than securities which are direct obligations of or obligations
guaranteed as to principal or interest by the United States, or securities issued or
guaranteed by corporations in which the United States has a direct or indirect
interest …; or [(F)] such other persons not within the intent of this paragraph, as
the Commission may designate by rules and regulations or order.
The SEC staff interpreted this definition in Interpretive Release No. IA 1092 on October
8, 1987, to mean, generally, that “if the activities of any person providing integrated advisory
services satisfy the elements of the definition, the person would be an investment adviser …
unless entitled to rely on one of the exclusions [including the accountant’s exclusion] from
the definition of investment adviser.”The SEC noted that a facts and circumstances approach
is to be used to determine who is required to register under these rules.

Meeting the Definition
Three key elements that characterize an IA are
1. provides advice or analysis on securities either by making direct or indirect recommendations to clients or by providing research or opinions on securities or securities markets.
2. receives compensation in any form for providing these services.
3. engages in a regular business of providing advice on securities.
Note that each of the preceding elements must be present before a person (including both
a natural person and partnership, limited liability company, corporation, or other entity) will
be deemed an IA within the meaning of the Act.

Investment Advice
The SEC takes a very broad view regarding what constitutes investment advice. In the first
place, a security is defined broadly and encompasses not only traditional items, such as stocks,
bonds, notes, and debentures, but also less obvious items, such as investment contracts; cer-
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tificates of participation in profit sharing arrangements; and, in the view of SEC staff, limited
partnership shares in a real estate venture.
Moreover, you need not advise a client about a specific security to be considered as providing investment advice. Based on this broad interpretation, you would be considered as
providing investment advice if you advised clients on investment decisions such as the following:
•
•
•
•

What types of securities (stocks, bonds, mutual funds, and so on) to choose
Whether to invest in a security or nonsecurity, such as real estate or collectibles
The allocation of investible assets among securities
Selecting an IA

According to the Supreme Court in SEC v. Edwards, 540 U.S. 389 (2004), a security includes “the countless and variable schemes devised by those who seek the use of the money
of others.” Furthermore, in Interpretive Release IA-1092, the SEC took the position that,
assuming the services are being performed as a part of a business for compensation, then the
SEC “believes that a person who provides advice, or issues or promulgates reports or analyses, which concern securities, but which do not relate to specific securities” generally will
fall under the definition of IA. The release also noted that the SEC staff has interpreted the
definition of IA to include persons who advise clients concerning the relative advantages and
disadvantages of investing in securities in general, as opposed to other investments.

For Compensation
The compensation factor is also broadly interpreted and is satisfied by the receipt of any
economic benefit. Any form of compensation received from any source meets the test if
received in payment for investment advice. For purposes of this test, compensation need not
be paid by the client and need not be specifically identified as being for IAS (it could be a
commission from a third party for the sale of an investment product).

In the Business of Providing Investment
Advice
For the second factor, the giving of investment advice need not be the principal business
activity of the person for the person to be considered an IA. Moreover, although the frequency of this activity is a factor to be considered, it is not determinative. In establishing an
additional facts and circumstances test, a person is in the business of giving investment advice
if, for compensation, he or she
1. holds out as an IA. Generally, any communication to the general public (advertising,
promotional mailings, business cards, stationery, directory listings, word of mouth, and so
on) that uses the term IA or a similar term meets this test.
2. receives identifiable compensation for providing IAS.
87

Developing and Managing a PFP Practice

3. provides specific investment advice, other than in rare, isolated, and nonperiodic instances. Specific investment advice is interpreted broadly to include generic advice, such
as asset allocations, or the recommendation of broad categories of securities, such as
corporate bonds, municipal bonds, or particular types of mutual funds.

Exceptions to Registration: The
Accountant’s Exclusion
If you fail the three-part test previously described, then, generally, you will be subject to state
or SEC registration. CPAs, however, may nevertheless be exempt from registration under
certain limited circumstances.
As the definition of an IA makes clear, the fact that you provide investment advice as a
service for compensation is not ultimately determinative of whether you should register as
an IA. The Act, in defining an IA, makes a specific exclusion from registration for accountants, provided the performance of IAS is solely incidental to the practice of the accountant’s
profession.
Accordingly, you may be able to take advantage of this accountant’s exclusion and avoid
registration if the investment advice you provide is solely incidental to your practice as a
CPA. If so, you would not be subject to any of the Act’s provisions; however, your ability
to take advantage of this exclusion depends greatly on the other professional services you
provide.
Solely incidental is not defined by the Act, so the exclusion depends on the facts and circumstances of each situation. Factors include whether you hold yourself out to the public as
an IA or financial planner; whether your fee structure for IAS is different from your other
professional services; and whether the advice given is in connection with, and reasonably
related to, the professional services rendered. If you satisfy any one of these three factors, you
may lose the exemption provided to accountants.

Registration of Affiliated Entity in Lieu of
Registering Accounting Firm
Furthermore, the SEC has permitted accounting firms to register an affiliated entity (in lieu
of the accounting firm itself) to supervise the partners or other professionals of the firm in
the rendering of general investment consulting and tax planning services. The accounting
firm must satisfy several conditions to avoid the need for the firm itself to register, and these
conditions are outlined in The CPA’s Guide to Investment Adviser Registration.
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For More Information
This has been a brief overview of some of the many complex issues in registering or practicing as an IA. For more information on registering, Form ADV, electronic filing, and the
Investment Adviser Registration Depository (IARD)
• the SEC provides information about its rules and the Act on its website.
• the North American Securities Administrators Association (NASAA) provides information about the registration process, state investment adviser laws and state rules,
and how to contact a state securities authority on its website. (For advisers required
to switch to state registration under Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act), a Switch Resource Center is available on the NASAA website).
• the Financial Industry Regulatory Authority provides information about the IARD
and electronic filing on the IARD website.
For more information regarding where and how to register, as well as filing fees and duties
as an IA, please refer to the comprehensive The CPA’s Guide to Investment Adviser Registration
on the PFP Practice Center website. Additionally, visit www.aicpa.org/PFP/advocacy for
the latest registration requirements under the Dodd-Frank Act.

89

Designing a Business Plan for
Personal Financial Planning
Services
Introduction
A business plan is a document that describes the operational and financial objectives of adding
financial planning services to your practice. It details the financial strategy and short- and
long-term goals of your firm, outlines resources needed, and provides a road map to accomplish your objectives. A business plan is a vital first step whether you’re adding personal
financial planning (PFP) services to an existing practice, starting a new practice to provide
PFP services, or wanting to expand or operate your existing PFP practice more profitably.
A business plan provides logic, discipline, and an organized approach to the delivery of PFP
services and improves your ability to establish and meet goals. The planning process helps
you test the feasibility of your plan, provides a benchmark for evaluating and controlling
performance, and communicates the plan to professional staff involved in carrying out the
plan. This will be your toolkit that will explain your business, as well as your strategic vision
for the business; provide information on how your business will be managed; and detail how
it will function.

Developing a Business Plan
The contents of a business plan depend on the purpose for developing the plan. The plan
may be designed to determine the feasibility of offering PFP services or to improve the
profitability of your current PFP services. Depending on its purpose, the plan may emphasize financial projections; client service objectives; marketing strategies; and other areas, such
as determining which services can be delivered by your firm and which services should be
provided through strategic alliances with outside investment advisers (IAs), broker-dealers,
insurance providers, and so on.
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The following steps are common to business plans:
• Select a planning team.You can identify a partner who wants to add financial planning
services to the practice, or you can assign the partner in charge of financial planning to develop the plan. Other partners, if any, or another practitioner can act as a
sounding board.
• Develop an agenda and a timetable. The planning process requires time-consuming
steps, such as data gathering, goal identification, and the development of forecasts.
Assignments and deadlines are necessary to complete the process but could prove to
be well worth the time and effort involved.
• Decide on the duration of the plan. The plan should give proper recognition to the
firm’s long-range objectives yet still be manageable. Trying to formulate detailed
plans for five or more years can be difficult because of the need to project financial
and operating data over an extended period, but it is a necessary part of the process.
• Identify the purpose for offering PFP services. In this step, you must look forward and
determine the services you want to offer. It is here that you develop your strategic
vision and define a mission statement that will provide a framework within which
decisions can be made. This step will give direction and meaning to the plan by
helping you decide which clients you want to offer services to, as well as which services you will provide directly and which you will refer to other professionals with
whom you network and have established an affiliation. Also, determine with whom
you will be competing for these services. This will help you focus on what makes
you and your firm unique and sets you apart from the competition.
• Identify goals and objectives. This is the first step in determining how to use the practice’s resources to accomplish its purpose and fulfill its mission statement for offering
financial planning services. The goals should reflect the specific targets and longterm direction of the practice. The objectives should reflect specific purposes and
help to move toward the accomplishment of long-term goals. All partners should be
surveyed or interviewed, so they can contribute to the development of objectives
and goals. Setting specific performance benchmarks is imperative to determine if
goals and objectives are being met. Objectives and goals should be material, specific,
consistent, challenging, measurable, reasonable, and tied to a reward system. They
usually address the following:
——Development of financial planning services
——Revenue from financial planning services
——Billings for the department’s partners and employees
——The number and type of new financial planning clients
——How financial planning integrates with the practice’s organizational structure
——Staffing changes
——Contribution to new business opportunities for other services of the practice
• Evaluate goals and objectives. The planning team evaluates all identified goals and
selects a set of goals that is compatible and consistent with the statement of purpose,
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•

•

•
•
•

•

•
•
•

•

•

•

as well as being flexible and attainable. The team also determines the priority of the
goals.
Identify the business structure and legal form in which you will provide PFP services. Will
you offer services within your existing practice, or will you set up a separate entity
under which you will offer PFP services?
Identify staffing needs. Consider the individuals who will provide PFP services to
clients. Look at the technical background, skill sets, and credentials of professionals
within the firm to determine if they are qualified to provide these services. Evaluate
whether you need to hire from outside the firm to fill any gaps or whether you can
use your network of outside professionals and affiliates to assist you. When selecting
a team, consider dedicating an individual, at least on a part-time basis, to perform
compliance functions.
Identify liability exposure. What risk management steps can you take to limit and manage liability?
Identify regulatory compliance and licensing issues. What specific laws and issues apply to
PFP services?
Evaluate current technology. Do you have adequate internal resources, or will you need
to substantially expand your capabilities? Will you look to an outside vendor for PFP
software?
Determine a fee structure. Will services be provided on a fee-only basis; percentage fee
basis (for example, based on some aspect of a client’s profile, such as assets under
management); commission-only basis; or a combination of fees and commissions?
Determine start-up costs and annual operating costs and expenses. What will be your initial
outlay, and how long will it take to recoup these costs?
Prepare financial forecasts. Financial forecasts should be prepared for each year in the
plan or as many years as possible.
Prepare a marketing plan. A marketing plan is critical to the success of long-range
planning and should be interwoven into the planning process. The development of a
marketing plan typically involves an ana1ysis of the firm’s market and the identification of appropriate strategies for tapping that market.
Communicate the plan. Everyone in the firm must understand and support the plan
for it to be successful. Copies or summaries of the plan can be discussed in a staff
meeting, followed by informal discussions, as needed. Identify ways in which all staff
can recognize new business opportunities. Buy-in by all firm members is critical.
Monitor the plan. To be effective, the partner in charge of PFP should monitor the
plan on a quarterly basis to see that objectives, assignments, and responsibilities are
being carried out within the agreed-upon time frame. The plan should be modified
to reflect changing conditions.
Repeat the cycle. The planning process should be repeated annually. Subsequent plans
typically become more sophisticated as the benefits of planning are realized.
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The following is a comprehensive outline of a business plan for adding PFP services to an
existing practice. An illustrative business plan immediately follows the outline. Depending
on your particular practice, there may be additional elements you should consider adding to
this outline.

Outline of a PFP Business Plan
I.

Executive Summary
A. Summarize the key elements of the business plan. This is written after completion of the business plan.
II. Mission Statement
A.	Purpose and philosophy of business plan. Define the purpose (to test feasibility,
improve profitability, provide guiding principles, gain control over the practice
area, encourage a team effort, and so on), and focus the plan on that purpose.
B. Strategic vision for offering PFP services.
III. PFP Goals and Objectives
A. Overall objectives for financial planning services.
B. Nature of PFP services.
C. Distinctive PFP capabilities.
D. Define the client service experience.
E. Specific and measurable short- and long-term goals.
IV. Market Analysis (Based on Experience, Surveys, and Research)
A. Industry description and outlook
		
1. Current description of PFP market
		
2. Size of market historically, currently, in 5 years, and in 10 years
		
3. Trends in PFP industry
		
4. Major client groups
B. Target markets
		
1. Description of primary target market, including needs
		
2. Size of target market
		
3. Market penetration
			a. Goal
			b. Rationale for estimate
		
4	Methods for identifying potential financial planning clients: review of client
tax files, financial planning checklists for tax clients, seminars, newsletters,
and so on
		
5. Trends and expected changes in target market
		
6. Secondary target markets: size, penetration, trends
C. Client survey results
		
1. Reaction of potential PFP clients
		
2. Survey results, if any
D. Competition
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1. Identification: existing and potential
		
2. Strengths: market penetration and ability to satisfy needs
		
3. Weaknesses: market penetration and ability to satisfy needs
		
4. Competition’s interest in your target market
V.
PFP Services
A. Description of PFP services offered
B. How services will meet the needs of target markets
C. Ability to provide services
D. Competitive advantages
E.	Regulatory restrictions (state and federal laws regulating financial planners, IAs,
or broker-dealers)
VI.	Marketing Activities (Describe the Planned Activities That Will Enable the Practice
to Meet the Revenue Projections in the Financial Data)
A. Strategy for growth in services
B. Strategy for promoting the firm as a viable provider of PFP services
C.	Communication methods: promotion (for example, letters to existing and potential clients); advertising; public relations; client meetings; seminars; and so on.
VII. Operations
A. Determining how PFP services will be delivered
		
1. Develop systems, processes, and procedures for delivering PFP services.
		
2.	Obtain tools to perform the engagement, such as financial planning software.
		
3. Develop engagement letters.
		
4. Obtain research resources for the practice.
The AICPA PFP Division provides many resources and publications that can be used as
reference materials regarding financial planning topics. Examples include
		
1. archived PFP Web seminars.
		
2. AICPA Advanced PFP Conference recordings.
		
3. The CPA’s Guide to Financial and Estate Planning.
		
4. PFP Practice Center.
		
5. Forefield Advisor.
		
6. Fox Financial Planning Network for CPAs.
B. Quality control. Determine quality control procedures for your practice.
C. Capacity and capabilities
		
1. Current
		
2. Anticipated increases in capacity and capabilities
D. Competitive advantages: experience, techniques, and technology
E. Strategic alliances, if applicable
VIII. Structure and Staffing
A. Choosing the structure and legal form to be used in providing PFP services
B. Staff structure of financial planning department
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IX.

X.

XI.

C. Planned additions to financial planning staff
D. Staff development
E. Financial planning designations
F. Determining necessary levels of administrative support
Financial Data
A. Start-up costs
B. Fee structure: allow for write-offs during the start-up period
C. Break-even analysis
D. Projected financial data
E. Performance benchmarks
Ethics and Regulatory Compliance
A.	AICPA rules of conduct, standards, statement on responsibility, and other guidance that applies to delivery of PFP services
B.	Oversight and regulations by government agencies, such as the Public Company
Accounting Oversight Board, the Securities and Exchange Commission, the
Department of Labor, and various state agencies
C. Confidentiality laws: the Gramm-Leach-Bliley Act and Regulation S-P
D. Laws regarding contingent fees and commissions
E. Proper use of designations
F. Any other laws of governing bodies (for example, the IRS)
Risk Management
A. Minimizing legal liability through professional liability insurance
B. Due diligence procedures for accepting clients
C. Use of engagement letters
D. Due diligence on service providers with whom the firm affiliates

Illustrative Business Plan
The following business plan is for illustrative purposes only. It represents a local firm that
wants to add PFP services to its practice. A description of the hypothetical practice is provided to make the plan more meaningful. Not all steps in the outline are illustrated in this
example. Depending on your firm’s complexity, you may want to include more steps from
the outline in your own business plan.

Practice Profile
The practice that developed the plan has 1 office and gross billings of approximately $1 million per year. Tax department fees make up approximately 25 percent of the gross billings.
The practice’s professional staff consists of 4 partners, 2 managers, and 7 staff members.
Joe Miller, a partner, has been chosen to head the PFP area. He has demonstrated technical ability in the financial planning field and has excellent communication skills, as well as a
strong interest and desire to provide PFP services to clients. Joe will be assisted by a manager
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and two professional staff. Because of the firm’s small size, its professional staff members are
shared by various departments. From January to April, Joe plans to concentrate on marketing
efforts. Between May and December, tax department staff will be available to help provide
PFP services. Most of the financial planning services will be performed during this latter
time frame during the start-up period. This schedule is designed so that the firm can utilize
its staff effectively during the nonbusy season. However, one staff member is assigned as an
on-call person to provide services during the busy season, as the need arises. Other partners
will act primarily as client relationship managers, setting up initial meetings and monitoring
each engagement’s progress. Clerical time will be minimal on PFP engagements because
professional staff will produce the written report.
PFP services require specialized knowledge. Joe will therefore develop a training program
for the staff that will include AICPA continuing professional education (CPE) courses.

Illustrative Business Plan
Executive summary of plan would be included here.

Mission Statement
The overall goal of the practice is to provide high-quality profitable PFP services. Initially,
these services will be provided to our clients who have either high incomes or high net
worth or both. The purpose of this service is threefold:
1. To identify goals and objectives and provide clients with a plan of action they can follow
to reach them
2. To help clients choose the best financial options available
3. To give clients control over their financial affairs
We believe that, as CPAs, we are uniquely qualified to provide PFP services to clients. In
addition to being independent providers of PFP services, our qualifications include the following:
• Technical competence
• Familiarity with the client’s personal financial position, financial issues, and financial
goals
• Analytical ability and experience in problem solving
• Professional objectivity and integrity
• Ability to aid clients in assembling a team of competent professional advisers in legal,
insurance, investment, and other fields
We will avoid both actual and perceived conflicts of interest in our planning services and
act in the best interest of our clients. Our long-term profitability is tied directly to the ongoing success of our clients.
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We are committed to designing personalized, high-quality financial plans for our clients—plans specifically designed to accomplish the client’s personal and financial goals and
objectives. We will incorporate a financial planning software tool in our practice. However,
we recognize that we are not selling software but a financial planning solution that should be
presented and connected to meeting a financial planning need for the client. The software
will merely be a tool in the overall financial planning process.
In order to insure that plans continue to be valuable to clients, we are committed to contacting our planning clients at least annually to evaluate any changes to their financial profile
and update their plans, if necessary. Client relationships are the key to our success. Our fees
will be structured so that we can provide the high-quality level of service to which we are
committed.
We believe that PFP is a part of an ongoing advisory relationship. If a financial plan is to be
of the greatest value to a client, it must reflect the client’s total financial situation. In nearly
every case, for example, decisions about investments and insurance are linked to overall retirement planning. It is imperative to include retirement goals and lifestyle costs in the analysis of a client’s insurance or investment needs. For this reason, we can provide segmented
planning only for those clients whose financial picture we are already familiar with (that
is, clients who will not be done a disservice if we address only a portion of their financial
needs). Although the initial fee for comprehensive planning will be higher, we believe that,
ultimately, clients will be better prepared financially by analyzing all their financial areas. It
is our belief that most clients who initially request only segmented planning services will
ultimately request more comprehensive planning.
We will consistently strive to attain the highest level of professionalism possible in the
relationship we have with clients.

Goals
This section lists both the short- and long-term goals we have set for our PFP practice.They
are not necessarily listed in the order of importance. The “Specific Objectives” section explains how we plan to reach these goals:
• To generate billings projected for five years, as illustrated in table 1.
• To provide planning services to clients who meet at least one of the following criteria:
——Net worth of at least $500,000.
——Annual income of at least $100,000.
——Persons meeting neither of the preceding financial thresholds but who will soon
have an increase in net worth or income (for example, executives and shareholders in a company that is about to go public or someone receiving an inheritance,
an insurance settlement, or a large bonus or commission payment).
• To offer our PFP services to existing clients during the first year and then market to
nonclients in later years.
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• To develop or obtain software or templates for use in automating PFP services and
producing a financial plan.
• To develop an investment portfolio allocation tool to provide clients with quantitative criteria for investment selection.
• To develop regulatory compliance and licensing procedures for the practice.
• To develop standard documentation procedures for working papers.
• To develop a plan implementation management system to help our clients obtain
maximum value from the planning process.
• To develop procedures for use after the production of the initial financial plan to insure that necessary follow-up and plan modifications and updates are being provided
to clients.
• To provide all professionals with adequate training and experience in the PFP practice area.
• To establish a library of resources and a network of professional affiliates.
• To implement quality control procedures for the plan preparation process. These
procedures will insure that the plans we prepare have consistent quality, meet client
suitability requirements, and have proper scope.
• To monitor the requirement to register as an IA, pursuant to federal and state legislation.
• To acquire and maintain malpractice insurance that provides adequate coverage for
the PFP services we provide.
• To limit administrative expenses and unbilled hours.

Specific Objectives
Specific objectives for each of the 15 goals are subsequently listed, along with the persons
assigned to carry them out and the dates by which the objectives should be accomplished.
Person
Assigned

Target
Date

1. Increase Service Mix
Offer PFP services to every individual tax client who meets the targeted criteria.

_________

_________

2. Client Selection
To insure that prospective clients fit our client profile, complete an evaluation
before engaging in PFP services. The evaluation should include the financial
situation of the client, as well as the need and commitment of the client to these
services.

_________

_________

a. Existing clients

_________

_________

b. Financial service professionals

_________

_________

3. Marketing
Prepare a PFP checklist and questionnaire to assist in identifying potential PFP
clients. These lists will be completed during the tax return preparation process
and will be used to inform our existing clients that we now offer PFP services.
During the summer and fall of the first year, develop PFP referral and networking
sources among the following:

99

Developing and Managing a PFP Practice

c. Attorneys

_________

_________

d. Insurance professionals

_________

_________

e. Securities broker-dealers

_________

_________

f. Major corporate employers

_________

_________

a. Client letter

_________

_________

b. Website

_________

_________

c. Brochures

_________

_________

d. Seminars

_________

_________

e. Newsletter

_________

_________

4. Computer Software Search
Select suitable PFP software from the following alternatives:
• An integrated PFP package
• Software packages for a comprehensive program or various PFP modules
• Internally developed customized software
• Online comprehensive PFP software

_________
_________
_________
_________

_________
_________
_________
_________

5. Asset Allocation Module
• Research asset allocation tools and methods.
• Develop or purchase a tool for determining a client’s risk tolerance level.

_________
_________

_________
_________

6. Compliance and Licensing
Develop compliance procedures and research licensing requirements for state and
federal laws and agencies.

_________

_________

7. Working Paper Documentation
Develop a standard index and cross-referencing system for all PFP files.

_________

_________

_________

_________

_________

_________

_________

_________

Also, create the following marketing tools:

8. Plan Implementation
Develop a computerized system that tracks the specific action items for each
client for follow-up purposes.
Develop a system that tracks the status of each client’s plan during the preparation
process.
9. Plan Updates
Contact each PFP client to see if changes in his or her financial status requires
the plan to be updated.
10. Professional Experience and Expertise
Obtain personal financial specialist designation. (Certified financial planner or
chartered financial consultant, chartered life underwriter, Chartered Institute of
Management Accountants, or chartered financial analyst designations may also be
pursued in order to increase technical background.)
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_________

_________

Complete at least 16 hours per year of CPE in PFP-related areas.

_________

_________

Attend the annual AICPA PFP conference.

_________

_________

Maintain all required licenses in appropriate states.

_________

_________

Complete approximately 15–20 hours of professional reading each month related
to finance, economics, and tax.

_________

_________

Attend quarterly meetings with other PFP professionals who specialize in
different areas of PFP, including tax, investing, insurance, retirement, and estate
planning.

_________

_________
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11. Resources
Obtain reference books, periodicals, and practice guides.
Contact financial professionals with the following expertise to form a network of
affiliates:
• Insurance
• Investing
• Retirement
• Estate
12. Quality Control
Review all material to ensure that all areas of the plan are covered and other
points of view are considered.

_________

_________

_________

_________

_________

_________

Develop standard engagement work program and checklists.

_________

_________

Submit all financial plans to a two-level review process consisting of a detailed
and general review.

_________

_________

Ensure that our entire practice operation shall be involved in a practice peer
review.

_________

_________

13. Registration Issues
Although not currently registered as IA, we will comply with the spirit of the
act. We will monitor our investment service activities and register as IAs when
required.

_________

_________

14. Professional Liability Insurance
We will obtain a minimum of $1 million of professional liability coverage.

_________

_________

15. Administrative Costs
We will limit administrative expenses, as indicated in table 2.

_________

_________

Organizational Structure
Staffing
At least three individuals will service each PFP engagement: two partners and one staff
person.
The role of the partner responsible for the engagement is as follows:
• Conduct all client meetings from start to completion of the planning process.
• Draft portions of plan in areas of expertise.
• Act as primary reviewer of entire plan.
The role of the second partner is limited to attending a review committee session. This session will take place as soon as the staff member has analyzed the client data. The purpose
of the review committee session is to share ideas and clarify planning issues that need to be
addressed in the plan.
The role of the staff person is to
• attend all data-gathering sessions with the client.
• perform necessary background research for the plan.
• participate in review committee sessions.
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• prepare engagement and transmittal letters, develop all necessary working papers,
organize client files, and draft the analysis of the client’s situation and the “Goals and
Assumptions” section of the report.

Fees
Seek to achieve standard hourly rates for all work performed. We anticipate that fees for
comprehensive plans will range from $2,500 to $10,000 per plan.1

1
These fees are illustrative only. Actual fees for personal financial planning engagements vary according
to factors such as the complexity of the engagement, the experience of the CPA, the relationship with the
client, and local market conditions.
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TABLE I
PERSONAL FINANCIAL PLANNING DEPARTMENT BUDGET
For Illustrative Purposes Only
Year 1
Plans Hours

Engagement Mix
Comprehensive
Plans
Segmented Plans
Consultations
Totals

Year 2
Plans Hours

Year 3
Plans Hours

Year 4
Plans Hours

Year 5
Plans Hours

6

240

10

350

15

450

20

600

36

1,080

12
24

120
60

16
40

128
80

24
60

144
90

36
90

180
135

48
120

240
180

42

420

66

558

99

684

146

915

204

1,500

Billing Rates
Senior

Rate
$ 80

Rate
$ 80

Rate
$ 90

Rate
$100

Rate
$110

Partner

$150

$150

$160

$175

$190

Total Projected
Billings*
Hours Dollars Hours Dollars Hours Dollars Hours Dollars
Senior

0

Partner
Totals

$

0

198

420

63,000

360

420

$63,000

558

Less Unbilled
Time**
Hours Dollars
Senior

0

Partner
Totals
Net
Billings***

366

$32,940

475

$ 47,500

54,000 318

50,880

440

77,000

Dollars

774 $ 85,140
726

137,940

$69,840 684 $83,820 915 $124,500 1,500 $223,080

Hours Dollars Hours Dollars Hours Dollars Hours Dollars

0

59

$ 4,720

12

$1,080

0

$0

0

$0

192

28,800

59

8,850

12

1,920

0

0

0

0

192

$28,800

118

$13,570

24

$3,000

0

$0

0

$0

228

$

$15,840

Hours

$34,200 440

$56,270 660

$80,820 915

$124,500 1,500

$223,080

103

Developing and Managing a PFP Practice

TABLE 2
ADMINISTRATIVE EXPENSES
For Illustrative Purposes Only

Technology
Library
Additional Continuing
Professional Education
Professional Organizations
Other
Total

Year 1
$ 10,000
2,500

Year 2
$2,000
2,000

Year 3
$2,000
1,000

Year 4
$2,000
1,000

Year 5
$1,000
1,000

1,500

2,500

3,000

3,000

3,000

500
500
$15,000

500
500
$7,500

500
500
$7,000

500
500
$7,000

500
500
$6,000

Total projected billings are obtained by multiplying the hours by the billing rates for each classification
of employee or partner.
**
Unbilled time is primarily start-up time that cannot be billed.
***
Net billings are the total projected billings minus the unbilled time.
*
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AICPA Professional Liability Plan
The AICPA established the Professional Liability Insurance Program (program) in 1967, so
that quality professional liability insurance would be available to AICPA members. With the
high cost and serious consequences of a professional liability lawsuit, comprehensive protection is especially important for CPA firms today.
The overall management of the AICPA program is guided by the AICPA Professional and
Personal Liability Insurance Programs (PLIP) Committee comprising CPA practitioners.
The PLIP Committee meets regularly with Aon Insurance Services, the national program
administrator, and CNA, the program underwriter, to oversee all aspects of the coverage.
The PLIP features plans that provide comprehensive coverage tailored to meet the diverse
needs of CPA firms of all sizes and areas of practice.Visit www.cpai.com/business-insurance/
professional-liability/ for an overview of the AICPA PLIP.
The Plans:
• CPA Value Plan. For firms with 3 or fewer accounting professionals and annual revenue up to $400,000.
• Premier Plan. For firms with unique coverage needs or 4 or more accounting professionals and annual revenue in excess of $400,000.
• Regional Firm Plan. For firms billing in excess of $10 million (excluding the Big 4)
with specialized needs.
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Illustrations of Engagement
Letter Explanations of Historical
and Prospective Information
Personal financial plans can include a variety of historical or prospective financial information.The illustrative engagement letters contained herein describe only certain historical and
prospective information.
The following chart illustrates engagement letter language that may be used with respect
to certain historical and prospective financial information. Similar paragraphs should be
added to the illustrative engagement letters to describe the financial statements or prospective information included in the written personal financial plan.
Included in the
Written Personal
Financial Plan
Historical financial
statements, accountant’s
report

Engagement Letter Explanations of the Nature,
Limitations, and Accountant’s Report
We will prepare and present to you a written personal financial plan that
contains an unaudited statement of financial condition. The statement of
financial condition to be used solely to assist you and your advisers in developing your personal financial goals and objectives. It will be accompanied
by an appropriate report required by professional standards. The statement
of financial condition may be incomplete or contain other departures from
accounting principles generally accepted in the United States of America
(GAAP) and should not be used to obtain credit or for any purposes other
than to develop your personal financial goals and objectives. We will not
audit, review, or compile the statement.
[in accordance with AR section 600, Reporting on Personal Financial
Statements Included in Written Personal Financial Plans]

Historical financial
statements with
accountant’s
report. The statements
will omit the deferred
tax liability.

See the sample engagement letter for a Compilation of Personal Financial
Statements for illustration of a standard engagement letter.
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Standard Engagement Letter
for a Compilation of Personal
Financial Statements
[Appropriate Salutation]
This letter is to confirm our understanding of the terms and objectives of our
engagement and the nature and limitations of the services we will provide.
We will perform the following services:
We will compile, from information you provide, the annual [and interim, if applicable] financial statements of [Client Name(s)] as of and for the year ended December 31, 20XX, and issue an accountant’s report thereon in accordance with
Statements on Standards for Accounting and Review Services (SSARSs) issued
by the American Institute of Certified Public Accountants (AICPA).
The objective of a compilation is to assist you in presenting financial information in the form of financial statements. We will utilize information that is your
representation without undertaking to obtain or provide any assurance that there
are no material modifications that should be made to the financial statements in
order for the statements to be in conformity with [the applicable financial reporting
framework (for example, accounting principles generally accepted in the United States of
America)].
You are responsible for
a.

the preparation and fair presentation of the financial statements
in accordance with [the applicable financial reporting framework (for
example, accounting principles generally accepted in the United States
of America)].
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b.

designing, implementing, and maintaining internal control
relevant to the preparation and fair presentation of the financial
statements.
c. the prevention and detection of fraud.
d. identifying and ensuring that you comply with the laws and
regulations applicable to your activities.
e. making all financial records and related information available to
us.
We are responsible for conducting the engagement in accordance with SSARSs
issued by the AICPA.
A compilation differs significantly from a review or an audit of financial statements. A compilation does not contemplate performing inquiry, analytical procedures, or other procedures performed in a review. Additionally, a compilation
does not contemplate obtaining an understanding of your internal control; assessing fraud risk; testing accounting records by obtaining sufficient appropriate audit evidence through inspection, observation, confirmation, or the examination of source documents (for example, cancelled checks or bank images);
or other procedures ordinarily performed in an audit. Accordingly, we will not
express an opinion or provide any assurance regarding the financial statements
being compiled.
Our engagement cannot be relied upon to disclose errors, fraud, or illegal acts.
However, we will inform you of any material errors and of any evidence or
information that comes to our attention during the performance of our compilation procedures that fraud may have occurred. In addition, we will report
to you any evidence or information that comes to our attention during the
performance of our compilation procedures regarding illegal acts that may have
occurred, unless they are clearly inconsequential.
If, during the period covered by the engagement letter, the accountant’s independence is or
will be impaired, insert the following:
We are not independent with respect to [Client Name(s)]. We will disclose that we
are not independent in our compilation report.
If, for any reason, we are unable to complete the compilation of your financial
statements, we will not issue a report on such statements as a result of this engagement.
Our estimated fee for the services described above will range from $[ ]to $[ ].
We will submit our bill monthly as services are performed and they will be due
and payable at that time. If an extension of our services is requested, we will discuss our fee arrangements at that time.
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We estimate that our fee for preparing your personal financial plan will be $[ ].
If it appears that the fee will be more than 10 percent above that amount, we will
discuss the matter with you immediately.
You agree to release, indemnify, defend and hold us harmless from any liability
or costs, including attorney’s fees, resulting from your knowing misrepresentations to us.
We will be pleased to discuss this letter with you at any time. If the foregoing is
in accordance with your understanding, please sign the copy of this letter in the
space provided and return it to us.
Sincerely yours,
_______________________
[Signature of accountant]

Acknowledged and agreed on behalf of [Client Name(s)] by:
_______________________
[Client Name(s)]

_______________________
[Signature]

_______________________
Date
In addition, if the compiled financial statements are not expected to be used by a third party
and the accountant does not expect to issue a compilation report on the financial statements,
the accountant should include in the engagement letter an acknowledgment of the client’s
representation and agreement that the financial statements are not to be used by third parties.
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Illustrative Personal Financial
Planning Transmittal Letter
Dear [Name of client]:
We are pleased to have the opportunity to assist you in developing your personal financial
plans. The enclosed financial plan has been prepared to assist you in making decisions about
your financial future.
We have considered various alternatives and developed recommendations to achieve the
personal financial goals subsequently listed:1
• Design a cash management plan that provides the maximum opportunity for savings
and investment.
• Design a strategy to fund your retirement goals.
• Design a strategy to fund your children’s college education.
• Design a plan to minimize your income tax obligations without impairing your
ability to achieve other financial goals.
• Design a plan to transfer your estate to your heirs without paying excessive death
taxes.
• Design an investment policy statement that reflects both your accumulation goals
and your tolerance for risk.
• Review your insurance coverages to determine whether they are adequate for your
circumstances.

Alternatively, the correspondence may relate back to an engagement letter or other previous correspondence that describes the objectives of the personal financial planning engagement. The following language
may be appropriate:We have considered various alternatives and developed recommendations to achieve the
personal financial goals identified at the start of this engagement, as detailed in our engagement letter dated
____________.
1
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Optional paragraph to be used when client has imposed scope limitations (see paragraph 28 of Statement on Responsibilities in Personal
Financial Planning Practice):
However, you have instructed us not to consider other planning issues that might have an
impact on (that [those]) goal(s). If we had done so, different conclusions or recommendations might have resulted.
Our recommendations are based on your current financial condition, as presented in the
accompanying statement of financial condition, and estimates of future income, expenditures, and net worth, as well as estimates of investment performance, inflation rates, retirement benefits, and other variables.
The statement of financial condition contained in this plan is intended for use by you
and your advisers in developing your financial plans. Accordingly, it may be incomplete or
contain other departures from generally accepted accounting principles and should not be
shown to anyone else for purposes of obtaining credit or for any purpose other than developing your financial plan. We have not audited, reviewed, or compiled the statement.
Projections of future income, expenditures (including income taxes), net worth, and estate
taxes are based on assumptions that are described in the financial plan, as well as interpretations of existing laws. Usually, there will be material differences between prospective and
actual results because laws change, and events and circumstances frequently do not occur as
expected. We therefore recommend periodic reviews of your plan and financial situation to
make sure you are progressing toward achieving your financial goals. We are not responsible
for reviewing or updating this plan unless you ask us to do so.
Recommendations regarding insurance and investment alternatives are presented as guidelines and represent our general understanding of the information available to us. Before
purchasing an investment product, you should thoroughly investigate the product and offering institution and seek the guidance of a broker or registered investment adviser. Insurance
decisions should be made with the assistance of a licensed insurance professional.
We believe that many of your financial objectives will be realized only through the implementation of a properly formulated plan and encourage you to carefully consider the recommendations contained in the plan. We will be happy to assist you in formulating your
immediate, as well as your future plans. If you have any questions, please call.

Very truly yours,
_________________________________________
[Firm Name]
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Illustrative Engagement Letter 1:
General Financial Planning
Engagement With Explanation of
the Financial Planning Process
(See appendix H for paragraphs to insert if the written plan will include historical financial
statements, prospective financial information, or both.)
Dear [Name of client]:
This letter is to confirm our understanding of the terms and objectives of our engagement
and the nature and limitations of the services we will provide.
We will prepare your personal financial plan after consideration of your goals and your
present and forecasted financial situation. Our approach to the personal financial planning
process will include the following steps:
• We will schedule a preliminary meeting to assist you to define short- and long-term
goals and begin gathering information about your family situation and major anticipated financial obligations.
• In addition to the quantitative data requested in our financial planning questionnaire, we will require copies of all pertinent documents, such as wills, trusts, personal
employment benefit statements, Social Security benefit statements, prior tax returns,
and insurance coverage. Much of this information may be present in the information
we already have from [identify other sources].
• After the information has been received, we will organize and review the data, utilizing appropriate technology. We will analyze the quantitative information in terms
of tax liability (both income and estate), cash flow, net worth, risk management, and
eventual retirement.
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• A second meeting will be held at this stage to verify the accuracy of the data and
to allow you to validate your assumptions used in the projections. Our analysis and
recommendations are based on information you provide.
• Based on our analysis of the data, we will outline alternative strategies or courses of
action to meet your immediate and long-term goals and objectives and to mitigate
problems uncovered. The various alternatives are tested and their effect depicted in
our projections.
• At the conclusion of the engagement, we will prepare and discuss with you a report
that includes our recommendations and projections. We are available to assist in
implementing the actions agreed upon. The nature and extent of our implementation services will be established at that time.
Responsibility for financial planning decisions is yours. We will aid you in the decisionmaking process, suggest alternative recommendations to help you achieve your objectives,
and assist you in determining how well each alternative meets your financial planning objectives. Investment recommendations should be made by a registered investment adviser
or other licensed investment adviser you choose and engage. We are not responsible for the
success or failure of any specific investment recommended by such advisers.
Our estimated fee for the services previously described will range from $[ ] to $[ ]. We
will submit our bill monthly as services are performed, and it will be due and payable at
that time. If an extension of our services is requested, we will discuss our fee arrangements
at that time.
Very truly yours,
_________________________________________________
[Firm Name]
We agree to the terms of the engagement described in this letter.
_________________________________________________
[Client Name]
_________________________________________________
[Signature]
_________________________________________________
[Date]
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Illustrative Engagement Letter 2:
General Financial Planning
Engagement—Short Version
(See appendix H for paragraphs to insert to describe historical financial statements and prospective financial information to be included in the written plan.)
Dear [Name of client]:
This is to confirm our understanding of the engagement to assist in the development of
your personal financial plan.Your plan will include a statement of your short- and long-term
personal financial objectives, as well as an analysis of your insurance coverage and estate plan,
and a statement of financial condition.
Our role in the personal financial planning process is to assist you in defining your financial goals, developing your investment plan, and making decisions concerning risk management and your estate plan. We understand that you will rely on [name of other adviser] to assist
you to implement the recommendations concerning investments in your report.
We estimate that our fee for preparing your personal financial plan will be $[ ]. If it appears that the fee will be more than 10 percent above that amount, we will discuss the matter
with you immediately.
Very truly yours,
______________________________________________
[Firm Name]
We agree to the terms of the engagement described in this letter.
______________________________________________
[Client Name]
______________________________________________
[Signature]
______________________________________________
[Date]
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Illustrative Engagement Letter 3:
To Prepare Personal Financial
Plans for Corporate Executives
(See appendix H for paragraphs to insert for historical financial statements and prospective
financial information to be included in the written plan.)
Dear [Corporate Officer Responsible for the Engagement]:
This is to confirm our arrangement to assist certain of XYZ Corporation’s executives in
the development of their personal financial plans. We will analyze each executive’s financial
situation, financial goals, insurance coverage, recent tax returns, and estate plans.We will then
develop a personal financial plan for each executive that will include goals listed by priority
and recommendations for reaching each of the goals. The recommendations will include
income tax, estate planning, and insurance suggestions. The plans will include personal financial statements.
Our role is to coordinate the financial planning process. We are not, however, investment
advisers or lawyers. We will assist each executive to carry out the plan, including working
with other professionals as needed.
Our fee for presenting a personal financial planning seminar for your executives will be
$[ ]. The fee for each plan we prepare will be $[ ]. This agreement expires on [date].
Sincerely,
_____________________________________________
[Firm Name]
Approved by:
______________________________________________
[Signature]
______________________________________________
[Date]
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Illustrative Engagement Letter 4:
General Financial Planning
Engagement—Comprehensive
Version
(See appendix H for paragraphs to insert for historical financial statements and prospective
financial information to be included in the written plan.)
Dear [Name of client]:
We are looking forward to working with you in designing your personal financial plan. The
financial planning process is complex and sometimes tedious. It is an important step toward
achieving personal financial goals. This letter highlights the activities involved in developing,
implementing, and maintaining your financial plan. It also confirms the terms and objectives
of our engagement.
Highlights of Activities
The initial phase involves accumulating and organizing facts about your current and desired
financial status and identifying your specific goals and objectives. This will be accomplished
through a series of interviews and the data-gathering questionnaire.
The next step involves analysis of the data accumulated, and after a review with you of the
results of the preliminary analysis and cash flows, we will begin performing detailed analysis
of your specific financial circumstances.
Following the analysis and discussion with you, we will meet to review our preliminary
recommendations.
As a result of these meetings, a written draft of your plan will be prepared.We then will be
able to finalize your plan and set time goals and establish responsibilities for the implementation. We will prepare, in writing, specific recommendations that will seek to address your
financial goals. When appropriate, we will include financial illustrations and projections for
greater understanding of potential outcomes of financial alternatives.

121

Developing and Managing a PFP Practice

We will assist you, as a separate engagement, in implementing the strategies that have been
agreed upon. Accordingly, we will be available on an ongoing basis to answer questions, assist
you or your advisers, take necessary actions, and make recommendations regarding financial
matters. Your plan should be reviewed informally on a quarterly basis and formally on an
annual basis. These update sessions are vital, so that adjustments can be made for changes in
your personal circumstances, overall economic conditions, and future tax law revisions.
Terms and Objectives
The primary objective of our engagement is to prepare a review of your personal financial
situation. This review will emphasize your personal financial goals and objectives and will
include strategies to attain them, if possible. We will be relying upon your representations.
During this engagement, we will also compile 15-year cash flow projections. The projections will be prepared from information you provide. They will not express any form of
assurance on the achievability of the projections or reasonableness of the underlying assumptions. You are responsible for providing the prospective financial information to us and for
communicating to us any significant information that might affect the ultimate realization
of the projected results.
The suggestions and recommendations included in your financial plan will be advisory in
nature, and we cannot guarantee the performance of any investment or insurance products
that may be purchased to implement recommendations in your plan. The plan will also include financial projections based on assumptions about future events. We cannot vouch for
the achievability of such projections because the assumptions about future events may not
be accurate.
Insurance recommendations developed as part of your financial plan or to implement the
financial plan should be made by licensed insurance professionals you choose to engage.
We are not responsible for the success or failure of any specific policy or insurance strategy
recommended by such advisers.
Investment recommendations developed as part of your financial plan or to implement the
financial plan should be made by registered investment advisers or other licensed investment
advisers you choose to engage.We are not responsible for the success or failure of any specific
investment recommended by such advisers.
It is agreed and understood that [firm name] will not accept or receive fees, commissions, or
other remuneration or compensation from the investment advisers or originators, sponsors,
syndicators, or distributors of investment of insurance products purchased by you.
We cannot be responsible for the acts, omissions, or solvency of any broker, agent, or independent contractor or other adviser selected in good faith to take any action to negotiate
or consummate a transaction for your account. Our services are not designed and should not
be relied upon as a substitute for your own business judgment nor are they meant to mitigate
the necessity of your personal review and analysis of a particular investment. These are not
investment adviser services. Our services are designed to supplement your own planning
analysis and to aid you in fulfilling your financial objectives.
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In addition, these services are not designed to discover fraud, irregularities, or misrepresentations made in materials provided to us concerning your potential investments or insurance
coverages.
You will, of course, be free to follow or disregard, in whole or part, any recommendations we make. You will be responsible for any and all decisions regarding implementation
of the recommendations. At your request, we will be happy to coordinate implementation,
as a separate engagement, with any insurance broker, investment broker, or attorney of your
choosing.
The fee for this planning service will be based on our regular hourly rates plus out-ofpocket expenses. We project our fee will range between $[ ] and $[ ], plus direct out-ofpocket expenses for the initial plan development. Update sessions and follow-up work are
separate engagements and will be billed separately. As work progresses, we will make progress
billings that are due and payable upon presentation.
We will be pleased to discuss this letter with you at any time. If the foregoing is in accordance with your understanding, please sign one copy of this letter in the space provided and
return it to us. The additional copy is for your files.
If we can be of assistance to you in any other way, please do not hesitate to contact us. We
look forward to helping you develop and maintain a sound, businesslike approach to your
personal financial affairs.
Sincerely,
____________________________________________
[Firm Name]
Approved by:
_____________________________________________
________________________
[Signature]							[Date]
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Illustrative Engagement Letter 5:
Limited Scope Engagement
(See appendix H for paragraphs to insert if the written plan will include historical financial
statements, prospective financial information, or both.)
Dear [Name of client]:
This letter is to confirm our understanding of the terms and objectives of our engagement
and the nature and limitations of the services we will provide.
Planning Services
We will assist you in the development of your [identify type of planning] planning after consideration of your financial objectives and present financial situation.
Alternative format:
You requested our advice on the following issues:
[List issues]
We will assist you in the development of your plans regarding the matters previously listed after careful consideration of your objectives and present financial
situation.
In a preliminary meeting, we will discuss your financial objectives in those planning areas
and begin gathering the required financial information. In addition to the information requested in the data-gathering questionnaire, we will require copies of [list documents].
We will review and analyze the information you provide. Based on our analysis, we will
develop alternative recommendations to meet your objectives in [identify type of planning]
planning. We will develop projections to show the effect of the various recommendations.
We will meet with you to discuss a draft of our preliminary recommendations and projections. Based on our discussions and your preferences, we will prepare a finalized plan.
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The responsibility for financial decisions is yours. We will aid you in the decision-making
process, suggest alternative recommendations to help you achieve your objectives, and assist
you in determining how well each alternative meets your financial planning objectives.
Fees
Our estimated fee for the service previously described will be based on our standard hourly
rates and should range from $[ ] to $[ ]. We will submit our bill monthly as services are
performed, and it will be due and payable at that time.
We will offer our assistance in implementing the actions agreed upon. Implementation
generally includes reviewing and commenting on specific investment proposals, drafts of
legal documents, and communications with other professionals on matters resulting from
our recommendations.
These services will be in addition to those for which we have estimated our fee. We will
bill you separately for the additional services at our standard hourly rates.
The engagement fee does not include future updates of the plan that may be required
because of changes in circumstances. Updates will be treated as separate engagements.
Limited Scope of Services
We do not receive fees for recommending investment products. Investment recommendations should be made by an investment adviser registered with the Securities and Exchange
Commission or appropriate state agency that you choose and engage.We are not responsible
for the success or failure of any specific investment recommendation.
At your request, we have limited the scope of this engagement to [list items].
Because of the limited scope of these services, we may not be able to make certain recommendations without analyzing other areas of your financial situation. We will notify you if
that situation arises and suggest that we either expand the services or postpone those recommendations until a later time when we will further develop your financial plans. Any expansion of our services will be billed at our standard hourly rate.
We thank you for the opportunity to be of service. If you concur with these arrangements,
please sign the enclosed copy of this letter in the space provided and return it to us. We anticipate beginning the engagement some time after [date]. If you have any questions, please
call us at (xxx) xxx-xxxx.
Sincerely,
_______________________________________
[Firm Name]
Approved by:
_______________________________________
[Signature]
_______________________________________
[Date]
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Illustrative Engagement Letter 6:
Investment Advisory Agreement
Introduction
The following agreement is for investment advisers who manage money on a discretionary
basis. However, the agreement can readily be tailored to other forms of advisory relationships whereby the adviser plays some role in managing the investments and portfolio of his
or her client. Particular attention must be paid to the following paragraphs of the agreement:
• Paragraphs 1A and 11A are to be used for those accounts in which the adviser will
be receiving a performance-based fee, either in whole or part. The rules promulgated by the Securities and Exchange Commission under the Investment Advisers Act
of 1940 set forth specific requirements if an adviser is going to charge performancebased fees, and the previously cited paragraphs address those rules.
• Paragraph 13A provides for arbitration. This paragraph may be used if the parties
prefer to arbitrate any disputes.
• It should be noted that the venue for arbitration, as well as the choice of law and
venue provisions set forth in paragraphs 13A and 15, denote Massachusetts. Obviously, this should be tailored with respect to the preferences of the parties to the
contract.
• Generally, an audit is required if an adviser has custody or possession of a client’s
funds or securities. Paragraph 8A provides for an advisory client paying for the costs
of an audit because such audit is required under the Investment Advisers Act of 1940
and rules promulgated thereunder.
• The agreement does not take into account the various other types of relationships
an investment adviser may have with a client, such as fee for service on an hourly
basis or annual or quarterly retainer agreements in exchange for open ended or a
designated amount or type of service. Furthermore, the agreement does not address
the preparation of financial plans for a specific fee. These types of client relationships
can be handled by straightforward agreements, although such agreements should
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contain language concerning assignments (see paragraph 12) and disclosure (see
paragraph 11).
• The agreement makes reference to an exhibit A that is not included as part of
this illustration. The use of a separate exhibit to define the fee arrangement, addended to the engagement letter rather than being incorporated into the body of
the agreement, allows for flexibility. Additionally, paragraph 10 discusses the investment objectives, as determined between the client and adviser. It is useful to have
such objectives set forth in an exhibit to the agreement in order to minimize any
misunderstanding in the future about what the client and adviser agreed upon with
respect to portfolio management.
The agreement is provided only as an example of an investment adviser agreement that
may be used by advisers and their clients. The agreement is not intended to address the
unique relationship between an individual adviser and his or her client. Advisers must give
careful thought, together with their clients, to the nature of the relationship and the terms to be
provided in any agreement from time to time, and this agreement is not meant to encompass
any changes to such laws or address the requirements of any specific state’s investment adviser
laws or regulations. Investment advisers should consult with experienced securities counsel
about particular requirements that may be imposed by any state jurisdiction where either they
or their clients may reside. Some states require approval at the state level of investment advisory
contracts as part of the investment adviser registration process.

Sample Text
Dear____________________:
This letter, when executed by you, shall constitute our agreement (agreement) with respect
to my activities on your behalf as investment adviser to an investment account to be established on your behalf (the account) on the following terms and conditions:
1. Authority. You hereby give to me authority to supervise and direct the investment of
the account at my discretion, subject only to such limitations as you may impose by
notice in writing to me. I will be your agent and attorney-in-fact with respect to the
account, and when I deem appropriate, without prior consultation with you, I may
engage in the following transactions (transactions): (a) buy, sell, exchange, convert,
and otherwise trade in the account any stocks; bonds; and, without limitation, other
securities, including money market instruments; and (b) place orders in the account
for the execution of such securities transactions with or through such brokers, dealers,
or issuers as I may select or as may be designated in writing by you.
1A. Your funds under management and your net worth. You hereby represent that, immediately after entering this agreement, (a) you will have established an investment account with me under my management for no less than $500,000, or (b) prior to your
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2.

3.

4.

5.

6.

entering this agreement, you have a net worth (that may include assets held jointly
with your spouse) greater than $1 million.
Transaction procedures. Transactions will be consummated by timely payment or delivery of all cash or securities, or both, due to or from the account. Transactions will be
effected by you or such other party as you may designate in writing (the custodian).
If you designate a custodian, you will provide me with a written copy of such designation, together with any instructions to, or agreements with, the custodian. You
also authorize me, at my discretion and when in the interest of the account, to act as
custodian for the account. I may also issue such instructions to the custodian as may
be appropriate in connection with the settlement of transactions initiated by me pursuant to section I of this agreement.You will provide to me or instruct the custodian
to provide to me, on a continuing basis, all reports and such information as I may
request concerning all transactions and the status of the account.
Confidential relationship. All information and advice furnished under this agreement by either
of us to the other, including our respective agents and employees, shall be confidential
and shall not be disclosed to third parties, except as may be required by law or as
required or necessary to enable me or my agents and employees to perform under
this agreement.
Service to other clients. You understand that I perform investment advisory services for
various clients and that I may give advice and take action with respect to other clients
that may differ from advice given or the timing or nature of action taken with respect
to the account. I am under no obligation to purchase or sell or recommend the purchase or sale for the account any security that I, my affiliates, or my employees may
purchase or sell for our own accounts or the account of any other client.
Allocation of brokerage. When I place orders for the execution of portfolio transactions
for the account, unless otherwise instructed by you in writing, I may allocate such
transactions to such broker-dealers for execution on such markets at such prices and
commission rates as, in my good faith judgment, will be in the best interests of the
account. In so doing, I will consider not only the available prices and rates of brokerage commissions but also other relevant factors, such as, without limitation, execution
capabilities, research and other services provided by such brokers or dealers that are
expected to enhance my general portfolio management capabilities, and the value of
any ongoing relationships with such broker-dealers, without having to demonstrate
that such factors are of a direct benefit to the account.
Limit of Liability. I shall act in good faith to increase the value of the account but shall
not be liable for any loss incurred in connection with recommendations or investments made or other action taken or omitted on behalf of the account due to errors
of judgment or by reason of my advice, including action taken or omitted subsequent
to your death but prior to my receipt of written notice thereof. The foregoing shall
not limit my liability for losses occasioned by reason of my willful misfeasance, bad
faith, or gross negligence in the performance of my duties or by reason of my reckless
disregard of my obligations and duties under this agreement. Nothing in this agree-
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ment shall constitute a waiver or limitation of any rights that you may have under applicable federal or state laws. However, I shall not be responsible for any loss incurred
by reason of any act or omission of you, the custodian, or any broker or dealer.
7.
Proxies. I shall not be required to take any action or render any advice with respect
to voting of proxies solicited by, or with respect to, the issuers of securities in which
assets of the account may be invested from time to time.
8.
Fees. For the services performed under this agreement, you shall pay to me a fee in
the amounts and payable as provided in exhibit A (not shown in this sample) attached
hereto.You hereby authorize me to instruct the custodian, if any, to pay such fee and
the account’s commissions and expenses from the assets in the account. I shall not
increase the amount of fee for one year from the date of this agreement. Thereafter, I
may increase the amount of the fee at any time upon 30 days written notice to you.
Any commissions and expenses payable in connection with the execution of transactions for the account and any out-of-pocket expenses incurred by me with respect
to the account shall be borne by the account and, to the extent the account proves
inadequate, you.
8A. Audits. If I have custody or possession of all or part of the account and if I am required
by any federal or state law or rule to have the account verified by an examination by
an independent public accountant, you agree to pay for or reimburse me for the cost
of such examination.
9.
Valuation. If my fee is based upon the market value of the account, each security listed
on any national securities exchange shall be valued at the last quoted sales price on
the valuation date on the principal exchange on which such security is traded. Any
other security or asset shall be valued in a manner determined in good faith by me
to reflect its fair market value.
10.
Investment objectives and restrictions. Your investment objectives with respect to the
account are as set forth in exhibit B (not shown in this sample).You agree to advise
me promptly in writing of any changes or modifications to your investment objectives, as well as any specific investment restrictions applicable thereto.You also agree
to notify me in writing of any substantial change in your financial, employment, or
family situation to the extent such change may, in your opinion, impact your investment objectives. If you deem any investments recommended or made for the account
to be inconsistent with, or in violation of, such objectives or restrictions, you agree
to notify me promptly in writing. Unless you notify me in writing of specific restrictions, the investment recommended for, or made on behalf of, the account shall not
be restricted under the current or future laws of any jurisdiction or by virtue of the
terms of any other contract or instrument purporting to bind me.
11.
Disclosure. You acknowledge receipt of a copy of my Form ADV Part 2 or a document containing such information as required by Form ADV Part 2 at least 48 hours
prior to the execution of this agreement.
11A. Disclosure regarding compensation. You acknowledge that, prior to your executing this
agreement, I have disclosed to you or your independent agent that my fee, pursuant
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to exhibit A, may create incentive for me to make investments that are riskier or more
speculative than would be the case if my fee were not based upon the performance
of the securities in the account and that I may also receive increased compensation
based upon unrealized appreciation, as well as realized gains, in the account.You further acknowledge that I have explained to you the method of compensation set forth
in exhibit A and that you understand both the method of compensation and its risks,
as they apply to the account.
Assignment. This agreement shall bind and inure to the benefit of each of us and our
12.
respective legal representatives, successors, and assigns, except that neither of us may
delegate any of our obligations under this agreement or assign this agreement without the prior written consent of the other.
Termination. This agreement may be terminated at any time by either of us by deliv13.
ery of a notice, as provided in paragraph 14.
13A. Arbitration. In the event of any dispute or disagreement between us arising out of,
or in relation to, the interpretation, application, or meaning of this agreement or respecting compliance with its provisions, you and I will meet in good faith to attempt
to resolve such dispute or disagreement. If we are unable to resolve such dispute or
disagreement through such meetings, within 30 days after receipt of written notice
by either party from the other that such a dispute or disagreement exists, such dispute or disagreement will be submitted for arbitration to the American Arbitration
Association (Association) at its office in [Boston, Massachusetts], in accordance with
the procedures, rules, and regulations of the Association. Any dispute or disagreement
submitted for arbitration wherein monetary damages are claimed shall be only for
actual damages, and we expressly agree that no claims for punitive damages or multiple damages in excess of actual damages shall be made by either of us against the
other. Any judgment upon the award rendered by the arbitrator may be entered in
any court of competent jurisdiction. In any such arbitration, each of us will bear our
own costs and expenses, including attorneys’ fees and administrative expenses, in connection with the arbitration. Unless mutually agreed to by us in writing, there shall
be no obligation to arbitrate changes in, or additions to, the terms of this agreement,
and no arbitrator shall have the power to add to, or subtract from, the terms of this
agreement. All arbitration proceedings will be conducted in [Boston, Massachusetts].
14.
Notices. Unless otherwise specified in this agreement, all notices, instructions, and
advice with respect to security transactions or any other matters contemplated by
this agreement shall be deemed duly given when received by me in writing at the
address first previously written or when deposited by first class mail addressed to you
at the address appearing subsequently or at such other address or addresses as shall be
specified in each case in a notice similarly given.
15.
Miscellaneous. This agreement (a) may be executed in any number of counterparts,
each of which when executed by you and me shall be deemed to be an original and
all of which counterparts together shall constitute one and the same instrument; (b)
shall be governed by, and construed under, the laws of [the Commonwealth of Mas-
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16.

sachusetts] applicable to contracts made, accepted, and performed wholly within [the
Commonwealth of Massachusetts], without application of principles of conflict of
laws; (c) constitutes our entire agreement with respect to its subject matter, superseding all prior oral and written communications, proposals, negotiations, representations, understandings, courses of dealing, agreements, contracts, and the like between
us; (d) may be amended or modified, and any right under this agreement may be
waived in whole or part only by a writing signed by each of us; (e) contains headings only for convenience, which headings do not form part of and shall not be used
in construction of this agreement; ( f ) is not intended to inure to the benefit of any
third-party beneficiary; (g) may be enforced only in courts located within [the Commonwealth of Massachusetts], and we each hereby agree that such courts shall have
venue and exclusive subject matter and personal jurisdiction and consent to service
of process by registered mail, return receipt requested, or by any other manner provided by law.
Force majeure. Neither of us shall be responsible to the other for delays or errors in
the performance or breach under this agreement occurring solely by reason of circumstances beyond our control, including acts of civil or military authority; national
emergencies; fire; major mechanical breakdown; labor disputes; flood or catastrophe;
acts of God; insurrection; war; riots; delays of suppliers; or failure of transportation,
communication, or power supply.

If you agree with these terms, please sign in the space subsequently provided and return
one originally executed copy to me, whereupon this letter shall constitute a binding agreement between us, under seal, as of the date first previously written.
Very truly yours,
By:
______________________________________
[Signature]
Accepted and agreed to this ___________ day of __________________, XXXX.
Address:
______________________________________________
______________________________________________
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Personal Financial Planning
Questionnaire
CONFIDENTIAL
This questionnaire is to be used to gather financial and family information about your client.
Additional detailed data may need to be collected based on the analytical tool or software
program you are using or based on your client’s particular facts and circumstances.
For more information on various financial planning topics covered in this questionnaire,
visit the AICPA Personal Financial Planning Section website.
Please fill out this questionnaire as accurately and completely as possible.You may estimate
where necessary; if you do so, please identify these answers by writing “estimated” in the
margin next to your response.
Date questionnaire completed: ________________________________
Part I: Personal and Family Information
1.

Social Security
number

Your Full
Name
Date of birth
U.S. Citizen
(yes or no)

2.

Social Security
number

Spouse’s Full Name
Date of birth
U.S. Citizen
(yes or no)

3.

Mailing Address
Home phone number

(

)

Work phone number
Fax number
E-mail address
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Marital status (Married, single, separated, domestic partner) ______________________________________
4.

Prior Marriages
Have you been married previously?
Has your spouse been married previously?

5.

Yes


No






Children
Dependent
Name

6.

Age

No

















Yes

No





Grandchildren
Number

7.

Yes

Age(s)

Does anyone other than your children depend financially on you or your
spouse?
If yes, give name(s) and relationship(s):

8.

Do any members of your family have significant health problems?

Yess

No





If yes, please explain:

9.
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Advisers

Name(s)

Phone Number

Attorney

(

)

Banker

(

)

Insurance
professional

(

)

Stockbroker

(

)

Trust officer

(

)

Other

(

)
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10.

Current Employment
Company

Position

Years Employed

You
Spouse
11.

Other Endeavors
Are you or your spouse engaged in any professional activities, paid or unpaid,
outside of your main employment (for example, part-time work, board memberships, volunteer work, professional association memberships, and so on)?

Yes


No


If yes, please explain:
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Part II: Financial Planning Goals and Objectives
1.

Financial Planning Goals
Please list your specific financial planning goals and indicate their relative importance to you and your spouse.
You

Spouse

Very

Somewhat

Very

Somewhat

a.









b.









c.
d.













Goal

2.

Personal Objectives
Please indicate the relative importance of each of the following personal objectives to you and your spouse.
You
Spouse

Objective

Very

Somewhat

Not

Very

Somewhat

Not













Saving regularly
Making a major purchase (for example,
second home, car, and so on)













Extraordinary travel













Paying for a wedding













Minimizing personal income taxes
Developing or revising your investment
strategy

























Investing for a comfortable retirement income













Providing for your or your children’s
education⃰













Providing for your grandchildren’s education⃰













Making gifts to relatives













Making gifts to charity













Minimizing estate tax
Determining how your estate assets will be
distributed

























Avoiding probate costs













Minimizing the burden of health care costs













Minimizing debt
Providing for your family in the event of your
or your spouse’s death
Providing for your family in the event of your
or your spouse’s disability





































Changing or modifying career













Other:













Other:













Other:













⃰ Complete part 5.
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3. Business and Career Objectives
	Please indicate the relative importance of each of the following business and career objectives to you and your
spouse.
You

Spouse

Very

Somewhat

Not

Very

Somewhat

Not

Change or modify business enterprise













Transfer control of business enterprise to
others













Maintaining family control of a closely-held
business













Transfer ownership of business enterprise to
others













Maintaining family ownership of a
closely-held business













Achieving an advanced degree or certification













Changing or modifying career













Continue working part time after retirement













Other













Other













Objective

4.

Investment Objectives†
Please indicate the relative importance of each of the following investment objectives to you and your spouse.
You

Objective

Spouse

Very

Somewhat

Not

Very

Somewhat

Not

Current income: Dividends or interest to
spend or reinvest, or both













Liquidity: Ability to quickly convert the
investment into cash













Capital appreciation: Possibility of original
investment appreciating over time













Safety: Little or no danger of losing the
investment













Tax advantages: Current or longer-term tax
benefits













†
CPAs who use a different risk tolerance questionnaire to determine the client’s personal risk tolerance should incorporate it here. A
simplified example follows:



Select one of the following choices that best describes your tolerance to investment risk:



Conservative. I do not wish to accept the risk that the portfolio will decline in value, and I will accept lower returns to
protect against declines.



Moderate to conservative. Although protection of principal is a concern, I am seeking higher returns with minimal risk, and I
can tolerate a small amount of volatility.



Moderate. I am willing to accept some fluctuations of principal to achieve a better return.



Moderate to aggressive. I am willing to tolerate greater fluctuations of principal balances in an attempt to achieve an even
higher return.



Aggressive. I am seeking maximum returns and am willing to accept substantial fluctuations to principal, with the expectation
that the long-term gains are ultimately achieved.
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Please describe any significant investments planned in the near future (for example, stock, direct real estate ownership,
real estate limited partnerships, and so on):

5.

Education
Name of Student

School Start Year

Years of School

Annual Cost

1

______________

__________

__________

__________

2..

______________

__________

__________

__________

3.

______________

__________

__________

__________

4.

______________

__________

__________

__________

5.

______________

__________

__________

__________

a. What percentage of costs will be covered by savings?
________________%
b. Other assets available for education (including Uniform Gifts to Minors Act and Uniform Transfers to
Minors Act) $_____________
c. What education inflation rate would you like to use?
___________%
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Part III: Assets
Date of market values _________________
What long-term rate of return would you like to use before retirement for planning purposes? _______%
What long-term rate of return would you like to use during retirement for planning purposes? _______%
1. Cash on Hand $_____________
2. Cash Accounts
Current Balance for Each of the Following:
Type of Account

Your Name

Spouse’s Name

Joint With
Spouse

Other

Checking Accounts
Savings Accounts
CDs
Life Insurance cash values
Money Market Funds—Taxable
Money Market Funds—Tax
Exempt
Treasury Securities
U.S. Savings Bonds
Brokerage Accounts
TOTAL
3.

Stocks Owned—Direct Ownership*
Name of Security

4

Date Acquired

Ownership†

Number of Shares

Current Market Value

Ownership†

Number of Shares

Current Market Value

Stocks Owned—Stock Mutual Funds*
Name of Fund

5.

a.
b.

Date Acquired

Company Stock Plans

Do you or your spouse participate in a company stock option plan?
If “Yes,” complete line 6.
Do you or your spouse participate in a company stock purchase plan?

Yes

No









* Please be sure to include all ownership, whether in your name, your spouse’s name, or jointly owned with your spouse or another
individual, throughout this section.
†
Identify in whose name the asset is held throughout this section.
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6.

Vested Stock Options
Description

7.

Number of Options

Current Market Value

Ownership†

Number of Bonds

Current Market Value

Date Acquired

Ownership†

Number of Shares

Current Market Value

Date Acquired

Ownership†

Number of Shares

Current Market Value

Date Acquired

Bonds Owned—Bond Mutual Funds*
Name of Fund

9.

Ownership

Bonds Owned—Direct Bond Investment*
Name of Bond

8.

Date Acquired

Other Mutual Funds*
Name of Fund

10. Receivables (That Is, Money Owed to You or Your Spouse, or Both)
Notes Receivable

Other Receivables

Description
Amount
Maturity Date
11. Retirement Accounts
Vested Value
Description

You

Spouse

Traditional IRA
Roth IRA
Keogh or Simplified Employee
Pension Plan
Pension Plan
401(k), 403(b), 457 Plan
Profit-Sharing Plan
Employee Stock Ownership Plan
Other (For Example, Deferred
Compensation, Supplemental
Executive Retirement Plans, and
so on)

* Please be sure to include all ownership, whether in your name, your spouse’s name, or jointly owned with your spouse or another
individual, throughout this section.
†
Identify in whose name the asset is held throughout this section.
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12. Real Estate Owned—Personal Use**
Date Acquired

Ownership†

Approximate
Market Value

Cost

Personal Residence(s)
Vacation Home
13. Real Estate Owned—Investment (Excluding Limited Partnerships)†*
Description

Date
Acquired

Ownership†

Cost

Approximate
Market Value

Undeveloped Land
Income Producing (Real Estate
Investment Trust, Rental
Properties, and Other
Developed Land)

14. Limited Partnership Interests*

Description

Ownership†

Date Acquired

Capital
Contribution
Made

Real Estate
Oil or Gas
Other

15. Closely Held Business Interests (Please Attach Recent Financial Statements)
Description:
Date Acquired:

Percent Owned:

Estimated Fair Market Value:

16. Other Investments (For Example, Annuities, Exchange Traded Funds, Illiquid Assets)
Description

Date Acquired

Ownership†

Estimated Fair Market Value

* Please be sure to include all ownership, whether in your name, your spouse’s name, or jointly owned with your spouse or another
individual, throughout this section.
†
Identify in whose name the asset is held throughout this section.
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17. Personal Property*
Recently Appraised
Estimated Fair Market Value

Yes

No





Jewelry and Furs





Automobiles, Trailers, and so on





Boats, Aircraft, and so on





Art and Antiques





Other Collectibles





Other Items (of Significant Value)





Furniture and Household Goods

* Please be sure to include all ownership, whether in your name, your spouse’s name, or jointly owned with your spouse or another
individual, throughout this section.
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Part IV: Insurance Coverage
1.

Life Insurance—Other Than Through Employer
Issuing
Company

Policy
Number

Policy
Owner*

Death
Benefit

Beneficiary

Cash
Surrender
Value

Number
of Years
Remaining†

Whole Life or
Universal Life
You
Spouse
Term**
You
Spouse
Other Insurance:
You
Spouse
Life Insurance—Employer-Sponsored
Employer

2.

Death Benefit

Beneficiary

You
Spouse
3.

Additional Life Insurance Questions
a. What percentage of expenses will continue after death?
You ___________
Your spouse ______
b. How many years would you like to cover family income needs after death?
You ___________		
Your spouse _____________
c. Would you like to pay off debts at death?
You ___________
Your spouse ________

4.

Long-Term Disability Insurance
a
b

5.

Amount of benefits as a percentage of pay?
Amount of benefits as a dollar amount.

You __________%
You $_________

Your spouse ____%
Your spouse $______

General Insurance
Check Appropriate Boxes
You

Are you or your spouse covered by the following insurance:
Medical
Long-term care
Short-term personal disability
Personal umbrella liability
Professional liability
Director’s liability
Automobile
Homeowner’s or renter’s
Specified personal property (for valuables)
Other:
Other:
Other:
Other:

Spouse

Yes

No

Yes

No





























































* If owned by a trust, enter Trust as policy owner.
†
If renewable term, enter number of years remaining.
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Part V: Liabilities*
Amount Owed
1.

Loans
Mortgage-residence
Home equity loans
Home equity lines of credit in use
Amount of remaining available
home equity line of credit
Auto loans
Education loans
Insurance policy loans
Personal loans
Mortgage-vacation home
Mortgage investment property

2.

3.
4.
5.
6.

Consumer Credit
Installment debt
Credit cards
Other unpaid bills
Brokers’ Margin Accounts
Alimony or Support
Obligations
Charitable Pledges
Other

* Please include liabilities for you and your spouse.
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Owed To or
Account Number

Monthly
Payment

Interest Rate

Appendix Q

Part VI: Income Sources
You
1.

Spouse

Employment Income (Current Year)
Gross salary
At what rate do you expect your earnings to grow
each year?
Bonus
Commissions
Self-employment
Other:

%

You
2.

%

Spouse

Joint

Income From Investments (Current Year)
Interest—Taxable
Interest—Nontaxable
Dividends
Rental income—Net
Partnership distribution income
Annuities
Trusts and estates
Other:

You
3.

Other Income (Current Year)
Social Security benefits
What Social Security growth rate would you
like to use?
Defined-benefit pension plan
•  Source
•  Amount
•  Survivor benefit percentage

Spouse

Joint

%

%

%

%

Other pension plans
Gifts from others
Sale of assets
Alimony
Child support
Other:

Year
20XX

20XX
4.

Income Trends Over the Next Three Years
Employment Income
You
Spouse

$
$

$
$
You

5.

Rate of Inflation
What rate of inflation would you like to use for
planning purposes?

20XX
$
$

Spouse

%

Joint

%

%
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6.

146

Yes

No























Borrowing and Credit Considerations
a.
b.
c.

Do you or your spouse have a line of credit with a bank?
Are you aware of how the credit bureaus rate your personal credit?
Are you considering making a major durable goods purchase (car, trailer, appliance,
and so on) in the near future?

d.
e.

Are you considering the purchase of a home (residence, vacation, and so on) in the
near future?
Are you considering any major home improvements?

f.

Are you considering the purchase of a vacation time share?

g.

Have you or your spouse considered leasing a personal automobile?





h.

Are you considering securing a home equity loan (that is, a loan secured by the
equity in your home)?





i.

Other:
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Part VII: Expenditures
Current Annual

Postretirement Changes

Income Taxes (Federal and State)
What is your marginal federal income tax rate?
Employment Taxes (Social Security, Medicare, and
so on)
Housing—Primary Residence
Monthly mortgage or rent payment, not
including taxes and insurance*
Homeowner’s or renter’s insurance
Homeowner’s association dues
Real estate taxes
Telephone
Utilities
Repairs and maintenance
Other
Housing—Vacation or Second Home
Monthly mortgage or rent payment, not
including taxes and insurance*
Homeowner’s or renter’s insurance
Homeowner’s association dues
Real estate taxes
Telephone
Utilities
Repairs and maintenance
Other
Food—Dining Out
Groceries
Tuition or Educational Expenses
Child Care
Alimony
Child Support
Clothing
Transportation
Automobile loan or lease payments
Repairs and maintenance
Public transportation
Insurance
Gasoline
Parking
Property taxes
Other
Medical
Doctors or dentists
Prescriptions
Other
Insurance
Life
Medical
Long-term care
Personal liability
Disability
Other

* Do not enter mortgage payments here if already entered in part V.
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Debt Payments
Debt service on credit cards
Other:

Recreation
Entertainment
Vacations
Sporting events
Other
Miscellaneous
Business or professional expenses
Gifts
Charitable contributions
Personal care
Hobbies
Other
Current Savings
IRA, Keogh, or 401(k)
Other Retirement Savings
Pretax
Posttax
Other
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Part VIII: Retirement Planning
If you are already retired, please skip the questions in this section and proceed to part IX.

1.
2.

At what age do you and your spouse plan to retire?
How many years do you expect to be in retirement?

You
You

Spouse
Spouse

(If left blank, will default to age 90.)

Yes

No

3.

Have you invested in tax-deferred annuities, or are you considering doing so?





4.

Are you taking full advantage of elective deferrals (401[k] and 403[b] plans)?





5.

Does your employer match a portion of your retirement savings?





6.

Do you expect to receive any inheritances?





7.

Does your spouse expect to receive any inheritances?





8.

Are you eligible for Social Security benefits?





9.

Is your spouse eligible for Social Security benefits?





10.

If not currently receiving Social Security, enter the amount (in today’s dollars) you
expect to receive (check your annual Social Security statement)
a. You ____________________
b. Your spouse _______________





11.

Have you estimated how much income you will have upon retirement?





12.

If you have estimated your retirement income, do you think it’s sufficient to live on?





13.

Will you have the option of taking a lump-sum pension payment at retirement?





14.

Have you considered alternate places for living when you retire?





15

What will your income requirements be when you retire (in today’s dollars)?

16.

Describe your plans for retirement. Include a description of your retirement lifestyle.
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Part IX: Estate Planning
Check appropriate boxes
You
1.
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No

Yes

No

Do you have a will?









b.

Are there any amendments to the will?









c.

Are you planning to make any changes to the will?









d.

Is the will up to date?









e.

Have you designated the distribution of personal property to
heirs?
If applicable, have you appointed a financial guardian for your
children?

















f.

3.

Yes
Wills
a.

2.

Spouse

Trusts
a.

Do you receive income from any trust?









b.

Do you expect to be named a beneficiary of a trust?









c.

Have bypass or credit-shelter trusts been established?









d.

Have irrevocable life insurance trusts been established?









e.

Have you created any other trusts? If “Yes,” please specify
type. ____________









Other
a.

Do you have a letter of instruction that sets forth instructions
for burial (among other things) and gives needed direction
about where documents and important paperwork can be
found?









b.

Have you discussed the contents and whereabouts of your will
and letter of instructions with your immediate family?









c.

Do you have a durable power or attorney?









d.

Do you have a medical durable power of attorney or health
care proxy?









e.

Do you have a living will?









f.

Have you established a gifting program?









g.

Have you made any prior taxable gifts?
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Part X: Planning, Record-Keeping and Taxes
Yes

No

1.

Are you satisfied with your personal recordkeeping system?





2.

Do you have a safe deposit box for storage of valuable papers and possessions?





3.

Do you have a comprehensive and up-to-date inventory of your household furnishings
and possessions?





4.

Do you have a list of the contents of your wallet or purse?





5.

Does your spouse have a list of the contents of his or her wallet or purse?





6.

Do you periodically prepare a personal balance sheet (that is, a listing of your assets and
liabilities)?





7.

Do you periodically prepare a household budget that lists expected income and expenses?





8.

Do you prepare your own income tax return?





9.

Do you consider yourself knowledgeable on tax-saving techniques and the latest changes in
the tax law?





10.

In your opinion, is your personal recordkeeping system adequate enough to be useful in
preparing your tax return?





11.

Do you keep a notebook handy to record miscellaneous tax-deductible expenses?





12.

Are you familiar with the potential benefits of tax-advantaged investments?
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Part XI: Other Notes
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Part XII: Closely Held Business Planning Form
This form is designed to help you gather information about you or your spouse’s business.
General Information
Business name
Name of proprietor
Nature of business
Type of entity
Ownership percentage
Year started
Employees in addition to owner
Business Financial Profile
Balance sheet:
Cash
Accounts receivables
Inventory
Property and equipment
Other assets
Total Assets

$

−

Short-term liabilities
Long-term liabilities
Total Liabilities

$

−

Net Equity

$

−

Estimate the Current Value of Your Business.
For more information on valuing your closely held business, consult
with your financial adviser.
Income Statement
Gross revenue
Cost of sales
Net profit
Operating expenses
Debt service
Salaries and distribution
Other expenses
Net income
List unique circumstances and commitments with regard to business,
including personal loan guarantees

List your key concerns and future expectations

Note: This form suggests a minimum level of information needed for preliminary engagement decisions. More information generally will be needed to continue into actual planning.
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